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Flectronics Speed Production Control 


Parts requirements scheduling... 


for ten or more periods can now be 
computed and punched in a single 
card pass through the Univac* 120. 
Schedule cards for each end-product 
are collated with their related parts 
requirements cards, and the Univac 
120 computes, checks and punches 
complete requirement figures for ten 
or more periods. This is done at a 
full 150 c.p.m., and in just a single 
card pass. 


A 6-page folder showing actual pro- 
gram charts will be sent free on 
request. Circle TM1073. 
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Materials control for assembly lines. 


The Univac File-Computer now 
makes it possible to go directly from 
production plans to vendor delivery 
schedules in less than 1% of the 
time previously required. This sys- 
tem provides: completely automatic 
scheduling of deliveries by weeks for 
the next two months, by months for 
third month and later periods; ade- 
quate working stocks — no over- 
stocks, no rush orders. 


You get complete details in a 6-page 
folder that will be sent free on re- 
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Production scheduling. 
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ments or products involved, SCHED- 
U-GRAPH tells you immediately — 
simply and visually — the status of 
all orders. A quick glance at SCHED- 
U-GRAPH and you know at once where 
the work is and when you can de- 
liver. And you can schedule new 
orders promptly and accurately, 
with assurance that promised de- 
livery dates will be met. The success 
of SCHED-U-GRAPH is directly pro- 
portional to the problems involved 
...the greater the problems, the 
greater the success of SCHED-U- 
GRAPH. 


A 4-page folder will be sent free on 
request. Circle CH1049. 
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MAKING DELEGATION EFFECTIVE 














ORTUNE MAGAZINE, in an article published in March 1955 issue, entitled “The 

Subtleties of Delegation,” pointed out that many managers today are just kidding 

themselves that they are doing an effective job of delegation. What is the reason for 
this conclusion? First of all, good delegation begins with an attitude of mind. 


Mr. Lawrence A. Appley, President of the American Management Association, 
emphasized this very well when he said, “Unless there is some perfectly obvious 
reason why a person should not be given greater responsibility, we should give him 
the opportunity to prove he can carry it.” In principle, this statement parallels the 
American system of justice—a man is innocent until he is proven guilty. Is there any 
reason why we should not apply this principle to all levels of management? 


One of our leading American scientists, in response to the question “Are you try- 
ing to do the impossible?” replied, “The impossible is the thing we have not yet learned 
to do.” In delegating we are not trying to accomplish the impossible. Instead, we are 
merely carrying out our managerial responsibility. 


Unfortunately, there are misconceptions as to the real meaning of delegation. Some 
managers delegate and forget. Once they have assigned responsibility, they feel 
that they are relieved of all responsibility. Delegation is not abdication. Final respon- 
sibility and accountability for results still rests with the one who delegates. Other man- 
agers delegate on paper, but continually breathe down the backs of their subordinates, 
setting up controls, and requiring informal clearance on decisions, thus nulifying true 
delegation both in fact and in spirit. 


Delegation is accomplished when we give people authority, both to make final 
decisions, and to require action by others. Without authority, we cannot hold people 
accountable for results—the real purpose of delegation. 


Improving delegation requires action. Mr. Lester Zerfoss, S.A.M. Vice President 
for Seminar Operations, has given us five basic steps: 


1. We must first have a clear understanding of the importance of 
delegation. 


2. We must create a climate in which our people will want to put their 
best foot forward, do a bigger job, feel responsible, and be given honest 
recognition. 


3. There must be mutual understanding between a man and his boss as to 
authority, responsibility, and accountability. Both must be on the same 
wave length. 


4. We must challenge our people and test their skills, and we guide them 
in acquiring new knowledge. 


5. We must use each new assignment to improve skills as a basis for 
further delegation. 


To make delegation effective, we must first believe in it, identify the barriers that 
prevent it, and take positive steps to make it work. 


_ JOHN B. JOYNT, National President, 
Society for Advancement of Management 
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The modern industrial corporation is a very remarkable institution. It 
is the product of technological changes so great that it is probably 
true that more progress has been made in the last thirty years than in 
several centuries before that. And before we have fully understood 
or adjusted to the changes already made, we find ourselves facing an 
atomic age whose outlines are still dim and cloudy. 


The Four R’s Of Management 


W ITH all the speeches, all the books, 
all the research work that has 
been and are being devoted to various 
aspects of management, I know I cannot 
add anything genuinely new to what 
has already been said. So I won’t try. 

Instead, I should like to try to re- 
shuffle some of the facts you already 
know, perhaps to arrange them a little 
differently and give emphasis to par- 
ticular points. 

The growth of the corporation has 
been so rapid and so great that the 
problem of managing one is different 
not merely in degree but also in kind 
from the problem of forty years ago. 

Henry Ford was not the inventor of 
the idea of mass production, but he 
was its first great practitioner. The 
success of that idea produced an acute 
problem in organization and manage- 
ment. The industrial organization be- 
came so large that it outgrew the abili- 
ties of one man or one small group 
of men to manage it efficiently. I think 
we must give Alfred Sloan much of 
the credit for solving that problem, as 
he developed the ideas of divisionaliza- 
tion and delegation of authority and 
applied them successfully to General 
Motors. 





This article was given as an address by Mr. 
IcCaffrey before the San Francisco Bay 
Chapter of the Society for Advancement of 
Management on February 9, 1956. 


I have spent my entire working life 
—47 years up to now—with one com- 
pany, and my company perfectly illus- 
trates what has been going on. Back 
in 1909, when I joined it, International 
Harvester was considered a very large 
company, although it was really quite 
small and simple compared with Har- 
vester today. 

Primarily, we were then a farm im- 
plement company, with emphasis on 
harvesting machines, especially the 
binders and the mower. Just the year 
before we had introduced our first 
buggy-wheeled, kitten-powered motor 
truck, with the idea that the farmer 
could use it to get to market. We were 
in the early stages of development with 
tractors. We had not yet heard of the 
industrial power business, and neither 
had anyone else. 

Almost a half-century later as I look 
around me I find Harvester, by most 
standards of measurement, one of the 
ten or twenty largest industrial corpora- 
tions. Our sales exceed a billion dollars 
a year. Our capital is almost a billion. 
There are about 75,000 employes in 
the United States and thousands more 
elsewhere in the world. We have 7,000 
dealers and about 40,000 suppliers. We 
do business in 142 foreign countries 
as well as at home. 

One little statistic probably illustrates 
the change as much as anything can. 


By John L. McCaffrey 


President 
International Harvester Company 


In 1909 Harvester spent $474,000 for 
what we would now call research and 
engineering. Last year we spent for 
the same purpose something over $30,- 
000,000. Even after we allow for the 
change in the value of the dollar that 
is still an increase of about 2,500 per 
cent. 

Well, all this is just a way of saying 
that the modern large corporation is 
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Mr. McCaffrey began his long career 
with International Harvester Company as 
a warehouse clerk in the Cincinnati sales 
branch in 1909, at a salary of forty 
dollars a month. He became a motor 
truck salesman, then assistant manager 
of that branch. In 1923 he was ap- 
pointed assistant sales manager of the 
Central District, became district man- 
ager two years later. In 1930 he was 
appointed assistant manager of domestic 
sales, became domestic sales manager 
three years later. In 1937 he was made 
director of domestic and Canadian sales. 
He was elected vice president in 1940, 
became second vice president and a 
director of the company in 1941. Mr. 
McCaffrey became president of the 
Harvester Company in 1946. 














an effective and enormously powerful 
economic instrument. It has great re- 
sources; it has many talents and many 
skills. It directly affects the lives of 
thousands—in some cases, millions— 
of the people. 

* And because it is all these things 
and has these effects, our whole con- 
cept of corporate management has un- 
dergone a change. This change was 
greatly accelerated by our experiences 
during the depressed 1930s when busi- 
ness and businessmen found themselves 
under bitter attack from many sources. 
But the change would have come any- 
way. It was a natural and inevitable 
development. 


ies change I am talking about is 
the tremendous enlargement and 
sharpening of the sense of management 
responsibility. It is an extension of 
that feeling of responsibility to new 
groups. It is a deliberate attempt to 
weigh the equities of the situation and 
act accerdingly. 

This has given rise to what I call 
the Four R’s of management, and each 
of these R’s stands for Responsibility. 

We have, of course, as we have al- 
ways had, a responsibility to ownership. 
This is the first R. The people who 
provided the capital which made our 
businesses possible have, legally and 
morally, a first claim on our attention. 

But ownership has been changing 
greatly. In the beginning all businesses 
were family or individually owned. 
Then corporations with relatively small 
groups of stockholders came into being. 
Stockholder numbers have enlarged and 
family holdings have been distributed— 
most dramatically in the recent Ford 
case but gradually and steadily over the 
years in many other cases. My own 
company now has about 105,000 share 
owners. Only ten years ago their num- 
ber was less than 40,000. 

Moreover, the lines have blurred. 
There is no great distinction to be made 
nowadays of an ownership class. Thou- 
sands of these share owners are also 
employes. Thousands more are also 
customers, for one or another product. 

The great change, however, is in our 
attitude. We still recognize our steward- 
ship for our owners. The safeguarding 
and enhancement of their capital is our 
first duty. But we no longer think of 
the ownership group as the only group 
with a genuine claim on the corporation. 

Moving prominently into the picture, 
especially in the past twenty-five years, 
has been the second R—the responsibil- 
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ity we have to our employes. 

This has been felt for many years, 
and manifested in many ways. Govern- 
ment, at both the state and national 
levels, has entered into this field. The 
growth of the labor unions has had a 
great influence. Yet I am bold enough 
to say that the influence of government 
and the influence of the unions have 
been largely in accelerating a trend, 
rather than in initiating it. 

From the beginning of what may be 
considered modern times, management 
has felt and acted upon its responsibility 
to employes. I will offer proof. 

In 1908, before there were any state 
laws to provide workmen’s compensa- 
tion for industrial accidents, my com- 
pany introduced a compensation plan. 
As a matter of fact, some of the early 
state laws were patterned after that 
plan. 

At that same time—a quarter of a 
century before social security, a genera- 
tion ahead of widespread unionization 
—we installed a pension plan. A sick- 
ness benefit plan dates from about the 
same time. And Harvester was by no 
means alone in these activities. Numer- 
ous other companies were pioneering 
with us in those fields. 

In 1955 we all heard much about 
supplemental unemployment benefits— 
usually misnamed the guaranteed an- 
nual wage. The idea of supplemental 
unemployment benefits has horrified 
some people, but it does not horrify me. 
One reason is that, back in the ’30s, 
we made a stab at the same problem 
ourselves. We introduced a plan to 
provide money to employes to meet 
two needs: first, if they were laid off, 
and second, when they retired. It was 
financed, incidentally, not by a nickel 
an hour but by a very liberal profit- 
sharing formula. 


Wi happened to it? After four 
or five years, it was bargained out 
of existence by the unions with which 
we then had collective bargaining re- 
lationships. They didn’t like it. 

In this whole area of our responsi- 
bility to employes, it seems to me that 
one of the most vital matters is giving 
information to employees—specific in- 
formation about our business, its prob- 
lems, its plans, its expectations, its re- 
sults. We believe that if employes are 
as well-informed as we are—and if we 
are right in our decisions—employees 
are likely to come to the same conclu- 
sions that management comes to. 

In these days we hear a good deal 
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about “educating employees” or about 
“shaping employee attitudes.” We are 
certainly interested in the attitudes of 
our people toward us. But our approach 
to this problem is not one of trying 
to manipulate employees’ thoughts and 
attitudes by any clever devices. We 
respect their intelligence and their ma- 
turity too much for that. We don’t 
think for a moment that they are fool- 
able, or that they can or should al! be 
herded into one pattern. 

The Scripps-Howard newspapers for 
many years have had a slogan I always 
admired. It describes very well our 
approach to the whole problem of em- 
ployee understanding and employee in- 
formation. That slogan is: “Give light, 
and the people will find their own way.” 

We believe in that, and we consider 
the giving of light a part of our re- 
sponsibility. 

The third R, the third responsibility 
of modern management, is to our cus- 
tomers. This is the most familiar, | 
am sure, to all of us and it involves 
five primary things that the customer 
looks for in every product he buys. 
Those things are availability, perform- 
ance, quality, price, and service. 


HERE is no question that all busi- 
"San have done an outstanding job 
in making their products easily avail- 
able. Distribution methods have prob- 
ably improved as rapidly as any of 
the more technical arts. I think there 
is no question that performance also 
has been steadily improved and is to- 
day at very high levels and destined 
to go still higher, not only in doing 
better the jobs that are already per- 
formed but also in doing jobs which 
are not yet performed by industrial 
products. 

Quality and price are related, and a 
balance must be struck between them 
which will vary from one business to 
another. In my own business, the man- 
ufacture of relatively expensive, dur- 
able machines which are used in other 
people’s production, we are intensely 
concerned with quality at all times. In 
my capacity as a customer for other 
kinds of goods, I have sometimes won- 
dered if quality is getting all the at- 
tention it deserves. 

Price, of course, is a sensitive subject 
with all of us, whether it is the price 
of a machine, of money, or of a service 
we render. The price mechanism is 
the governor or our whole economic 
system, and nothing concerns us more. 

It was the theory of the classical 
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economists that prices were always set 
to attain the maximum possible imme- 
diate profit. This is certainly not true 
of the modern corporation. It is so 
untrue that I am sure many of you 
will remember when my company and 
« number of other large companies at- 
tempted, after the war, to check the 
upward spiral of prices by a deliberate 
program of price reduction, even 
though our products were in short sup- 
ply and we could have raised prices 
without any real customer resistance. 
As it turned out, our attempt failed. 
The point is: the attempt was made, 
made by business managements of their 
own volition. Adam Smith would never 
have believed it, but it was so. 


S an indication of how keenly man- 
F yout feels its price responsibil- 
ity, let me tell you this one fact: since 
1941, before World War II, the price of 
farm equipment has gone up less than 
the price of farm products. This is true 
despite the fact that for several years we 
could not fill the demand. It is true in 
spite of the highly-publicized decline in 
farm product prices since 1953. The 
farmer’s prices are still ahead of our 
prices, even in today’s markets. 

Finally, I come to the fourth R that 
I want to talk about. This is the newest 
one, the one of which management has 
most recently become conscious. This 
fourth R is our responsibility to the 
communities in which we live and do 
business. 

Interest in what is called “Community 
Relations” has grown rapidly in the 
last five or ten years. In part, that 
has been due to the fact that so many 
companies have put new plants or new 
stores in communities where they never 
were before, sometimes where no in- 
dustrial establishment had been before. 
In part, it has come because community 
institutions had problems which could 
not be solved unless industry helped 
to solve them. And in part it has come 
because of industry’s concern for better 
understanding of our business system 
by the general public. 

Our company does business in some- 
thing over 300 communities in the 
United States. As we have tried to 
clarify in our own minds the responsi- 
bilities we have toward these 300-odd 
towns and cities, we decided they were 
four in number. 

First, we have to earn a profit. If 
we don’t do that we will not be in busi- 
ness very long. And however noble its 
aims or its declarations may be, a dead 


or dying business is no asset to any 
community. So our first duty is to earn 
a profit and stay in business, provide 
jobs, pay our payrolls, and otherwise 
be a healthy, living part of the com- 
munity. 

Second, we have a responsibility to 
grow, if possible, so that we can provide 
better jobs and bigger payrolls and 
help the community to grow also. To 
do that, we must be a competitive com- 
pany in every sense of the word. We 
must be active and aggressive in re- 
search and engineering. We must keep 
looking ahead and moving ahead. 

Third, we think we have an obliga- 
tion to keep the community informed 
of our actions and our plans. Since 
what we do may have an effect on other 
businesses, on the city government, on 
the schools, on the churches, and many 
other groups, they have a right to know 
what is going on, and we have an ob- 
ligation to tell them. We hope the 
news will always be good but, since 
we are a human and fallible organiza- 
tion, we know it won’t. Nevertheless, 
good or bad, we believe we must be 
honest and straightforward about our 
actions and our policies. 

Fourth, when we live in a community 
we have an obligation to be a real part 
of that community, not merely in its 
industrial life but in the other phases 
of its life as well. 

That means more than just obeying 
the law and paying our taxes. We can- 
not expect the community to be inter- 
ested in us and our problems unless we 
are interested in it and its problems. 
We must be prepared to contribute in 
money, manpower, ideas, and energy to 
worth-while community activities which 
are of direct or indirect benefit to us 
and to our employes in that town. 

Our people get sick, too, so we care 
about the hospitals. Harvester people 
have children, so we care about the 
parks and the schools. Our money and 
our men must do their part. We not 
only have a duty, for example, to con- 
tribute to certain welfare drives; we 
also have a duty to ring our share of 


the doorbells. 


W: have a general theory on the 


subject of industry and its rela- 
tionships with the public. We agree that 
industry would like to be well-thought- 
of. We agree that better public under- 
standing of business is desirable. We 
don’t especially quarrel with people who 
want to advertise, or use a lot of air 
time, to promote those objectives. 


But we have the belief that there 
has been far too much of an abstraction 
called Industry trying to communicate 
with another abstraction called the 
Public, when the truth is that there is 
no such entity as Industry, except in 
government statistics, and there is no 
such entity as the Public, any more than 
there is such a creature as the Average 
Man. 

The truth is that there are thousands 
of individual companies which do not 
all think or behave alike. There are 
millions of individuals in thousands of 
communities, who also do not all think 
or behave alike. The problem is to get 
them together. 

So we try, whenever we can, for face- 
to-face communication, for personal 
contact with people. Yes, we use mass 
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communications, too. But we really 
believe in the personal approach, in 
letting the other fellow see us, observe 
our actions, examine our policies, and 
reach his own conclusions. 

It is true that we can’t hope to reach 
as many people that way, in a given 
space of time. But we think we make 
a more lasting impression on the ones 
we do reach. 

For example, we have what we call 
our forum luncheons. We go to one 
of our plants or other communities and 
invite a group of people to lunch. As 
nearly as we can make it so, the guest 
list is a cross section of that community, 
representing all groups, all interests. 

I go with one or two of our other 
officers from Chicago. Our local man- 
ager is the host. We don’t show any 
movies, or hang up any placards, and 
| the only speech lasts about five minutes. 
It is a recital of the four points I gave 
you a moment ago—the things we be- 
lieve. constitute our obligations to a 
town where we do business. 
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Then we tell them our purpose is 
not to lecture but to answer. We want 
to know what they think. We want to 
answer their questions about us, good 
or bad, favorable or critical. We tell 
them that nothing they can ask will 
embarrass us because we already know 
that we’re not perfect. 

These sessions often begin slowly. 
Usually they last from an hour to two 
hours, after the questions start. We 
have never planted a question nor have 
we ever ducked one, including the time 
in Milwaukee that a lady stockholder 
opened the ball by saying to me: 

“Why is your pension so big? J] 
think it ought to be cut.” 

Perhaps I ought to add that these 
meetings, and every question asked, are 
fully on the record. Newspaper report- 
ers are always present. 

I am sure that at the beginning of 
one of these sessions our guests suspect 
that it is a gimmick of some sort. I 
believe also that by the end they accept 
the fact that we are sincere, that we 
really want to know what they think 
is good or bad about us, and take action 
accordingly. These meetings, we think, 
are one way of meeting our obligation 
to keep people informed. 

I told you we were interested in 
schools, and we are. I don’t believe 
any Business-Industry-Education Day 
has ever taken place in a town where 
we have a major operation without 
Harvester participation. That’s just nat- 
ural because we, like you, welcome 
visitors and a chance to tell our story. 

But there is a point here. In one mid- 
western city where we have a large 
plant, there was a B-I-E Day. The 
businessmen were very happy at the 
chance to show and explain their plants, 
stores, and offices to the teachers. They 
thought they had made a real impres- 
sion, and they had. So much so that 
the teachers and school principals 
wanted to return the courtesy and show 
their work and their successes and prob- 
lems to the businessmen. 


T HEY set a day and issued the invita- 
tion, and I am ashamed to tell you 
that only about 10 percent of the busi- 
ness people showed up. Let me repeat: 
we cannot expect people to be interested 
in us and our problems unless we are 
genuinely interested in them and their 
problems. 

Doing our share in a community in- 
volves spending some money. For ex- 
ample, nearly all communities today 
face shortages of hospital beds. One of 
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the requests we get most frequently is 
for contributions to new or enlarged 
hospital facilities. I checked recently, 
and in the past three years we have 
given about $644,000 for hospitals 
alone. 

Another subject which has attracted 
a great deal of business attention in 
the last year or two is the financial 
plight of the private colleges and uni- 
versities. The colleges themselves de- 
veloped a very intelligent approach to 
this problem by forming into state or 
regional associations and conducting 
joint fund-raising campaigns. Thus, a 
businessman can give once to a common 
fund and is not faced with the difficult 
task of trying to make allocations 
among many worthy institutions. 


ee an association of colleges has 
already been formed in southern 
California, and I am told that another 
is under discussion here in northern 
California. 

Now and then each of us does some- 
thing that he likes to remember. And 
one of the things that I look back on 
with some pride is that I had the honor 
of being a speaker six years ago, at 
Evansville, Indiana, on March 23, 1950, 
when the first such plan in the United 
States was launched by the Indiana col- 
leges. From Indiana, the plan has 
spread across the country. Last year 
our Company contributed to eleven of 
the state associations, and this year we 
will broaden our list as more and more 
of the new associations meet the stand- 
ards we have set. 

I said at the outset that I could bring 
you nothing new in management tech- 
niques, nothing new in research, nor 
in theory. I believe those things will 
come by themselves if we will keep our 
eyes steadily fixed on these responsibil- 
ities which I have called the Four R’s 
of management. 

We must set our policies and make 
our day-to-day plans in such a way that 
we achieve a fair and reasonable bal- 
ance among the interests of our share 
owners, our employes, our cutomers, 
and our communities. 

The first three of these are obliga- 
tions that we have long recognized. The 
fourth is winning recognition but is 
still in the development stage. For that 
reason—and until we are sure that we 
are doing an equally good job in this 
area—I suggest to you that each of us 
should ask himself at frequent intervals: 

“What have / done for this commun- 
ity lately?” 4 





SEPTE 


Te 


cus 
em 


Th 
pec 
tha 
rat 
rea 
niq 


wo 
co! 


ski 


pr 
ne 
in! 
ar 


co 
en 
sh 


#0 


er 











ENT 
y is 
‘ged 
atly, 
lave 
itals 


cted 
. in 
cial 
uni- 
de- 
i to 
- or 
ting 
5, a 
non 
cult 
ions 


has 
ler 
ther 
lem 


me- 
And 

on 
nor 
, at 
50, 
ited 
col- 
has 
rear 
. of 

we 
lore 


ind- 


‘ing 
ach- 
nor 
will 
our 
bil- 

Vs 


ake 
that 
bal- 
are 
ers, 


io . 
za 


The 


hat 

we 
this 
: us 
als: 
june 





= as 











SEPTEMBER, 1956 


The term “operations research" is something of a fight word in 
management circles these days. This is regrettable since it obscures 
the fact that some very good research has gone on in management 
science and some very good tools have been developed for tackling 


management problems. 


These tools are logical implements for 


industrial and management engineers. In putting them to work, these 
engineers are making a perfectly natural extension of their constantly 
maturing function; it is right in line with their professional growth. 


Tackling Old Problems With New Tools 
From Operations Research 


T HE disenchantment about operations 
research has arisen from both the 
customary high-level approach and the 
emphasis on fairly complex techniques. 
The former worries many management 
people since it leaves the impression 
that they are, if not obsolete, obsolescing 
rather rapidly. The latter is frankly un- 
realistic. A new and powerful tech- 
nique may prove to be the clincher on 
a particular problem, but it can hardly 
work in a vacuum; it must work in 
conjunction with existing managerial 
skills and techniques. 

Let’s consider some management 
problems and see how industrial engi- 
neers can use the fruits of this research 
into operational areas. These problems 
are not necessarily high-level, company- 
wide problems; they are at the level en- 
countered daily by practicing industrial 
engineers. So this discussion, at worst, 
should leave management sullen and, for 
once, perhaps, not mutinous about op- 
erations research. 

Service Labor and Queueing Theory* 
—Controlling service labor is a prob- 
lem in every company. This is labor 
that is on a demand basis—labor of 
an indirect or non-repetitive type whose 
services are constantly on call but only 
intermittently, randomly used. Machine- 





This article is based on a presentation made 
before the S.A.M. Milwaukee Chapter’s Fall 
Conference in October 1955 at Milwaukee. 


breakdown repairmen are in this cate- 
gory and are increasingly important as 
automation (another “fight” word) 
moves into the picture. Oddly enough, 
this control problem has become more 
prominent as the use of work sampling 
has increased. For work sampling has 
effectively disclosed, time and again, the 
fact that a service crew is inactive part 
of the time. But this information is not 
enough. Arbitrary crew reduction mere- 
ly creates machine delays on those 
occasions when several machines de- 
mand service at once, possibly as costly 
as idle labor. 

The idle labor can be considered as 
labor “queueing up” or waiting in line 
to service machines. Machine delays 
can also be considered as machines 
“queueing up” to be serviced. This 
queueing problem can be resolved by 
the use of queueing theory—-a segment 
of probability theory—which permits 
the engineer to predict the effect of 
various crew sizes on the idle labor and 
machine wait time characteristics. The 
procedure is straightforward—usable by 
all industrial engineers. 

Here is a simple example that takes 
about as long to explain as it did to do. 
At our Kodak Park Works, the Koda- 
color Printing Room, at a particular 
production level, had a crew of 3 han- 
dlers per shift supplying and inspecting 
magazines of photographic paper for 28 
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*The writer is indebted to Messrs. R. H. 
Morris and C. H. Remilen of the Scientific 
and Industrial Computing Laboratory, Kodak 
Park Works, and to Dr. S. Lee Crump, 
Statistician, Atomic Energy Project, Uni- 
versity of Rochester. Mr. Morris and Dr. 
Crump were very helpful in advising on 
queueing theory application; Mr. Morris and 
Mr. Remilen handled the IBM calculation of 
the Machine-Serviceman table that appears in 
Figure 1. 





printers. Since these magazines had 
paper of varying length and the printers 
had varying speeds, the demand pattern 
for supplying magazines was quite un- 
systematic. Nobody knew just when a 
printer, or, indeed, several might be in 
need of a magazine change. The inspec- 
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tive labor a portion of whose services 
were randomly demanded. 


tion of magazines was routine, how- 
ever; they could be inspected at leisure 
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The obvious move to reduce the crew 
to 2 men and experience about 71% 
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demand nature of their work. Queueing 
theory had to be employed to evaluate 
the effect of such a possible move. 

The Application of Queueing Theory 
The engineer procured the following 


basic information about the operation: 
], m = 28 = number of printers under 
consideration 
2. r= 2= number of servicemen un- 
f der consideration 
ne 
13. a —=— = .0246 
u 
Where | = 3.1 minutes — the average 
time for a handler to sup- 
ply a magazine to a printer 
u = 125.8 minutes the average 
run time of a printer 
The average magazine change time (1) 
was obtained from regular stop watch 
studies. The average printer run time 


(u) was obtained from printer logs 

where the paper footage for each run 

was recorded. Knowing printer speed, 

time for each run and the average run- 

time were simple to compute. 

With this basic information, the en- 

gineer used the Machine-Serviceman 

table (Figure 1) (2) which is based on 

queueing theory. He entered the table at 

the closest point (3) : 

m = 30 To 2 

and read the values: 

i= .0033 or about .3% 
the average fraction wait time per 
printer 

| f= .6353 or about 63.5% 


a = 025 








the average fraction wait time 

per handler. 
Thus he could say that if the crew were 
reduced to 2 men, the delay introduced 
by such a reduction (delay due to in- 
erference) would be about .3%. The 
handler idle time, of course, would be 
much less than 63.5% in actuality ow- 
ing to the inspection portion of the 
job; the work sampling 2-man crew esti- 
mate of 71% busy, or 29% idle, would 
till hold. Queueing theory only con- 
sidered the random demand portion of 
the operation. 


S’ it looked as though a 2-man crew 
was all right but a final check on 
he applicability of queueing theory had 
0 be made. Certain conditions in real 
ife rust be met before the table based 
n tris theory can be used for predic- 
ion purposes. It must be established 
hat there is no systematic demand for 
ervi es — that the demand is truly ran- 
tom. The easiest and most effective 
ay io do this is to match the table 
alucs for the existing situation against 
actu.’ measured values. In this case, for 


a 3-man crew, the engineer read off the 
following values (at m = 30): 
i = .0003 or about .03% 
f = .7562 or about 75.6% 

During the work sampling study of 
the 3 man crew printer downtime due 
to waiting (i) was studied as well as 
the handlers’ busy time changing maga- 
zines. There were no (zero) instances 
of printer wait time which corresponded 
to .03% for all practical purposes. 
Magazine changing time from sampling 
came out to be 27% (+5%) which 
gave an (f) value of 73%, (100% 
~27%), again matching the table value 
adequately. These match-ups verified the 
assumptions necessary for the theory 
that a completely random situation pre- 
vailed. The prediction of .3% printer 
delay for a crew of 2 was valid and, 
since it was negligible, the 2-man crew 
was adopted on an incentive pay basis. 
Results were as predicted. 


T should be noted that there are other 
I machine interference situations — 
some with dissimilar machines, some 
partially random, some completely sys- 
tematic. Other mathematical models 
covering these situations have been de- 
veloped to handle these. (4) The engi- 
neer may get a clue as to which model 
to use from an engineering description 
of his situation. The final proof, how- 
ever, is whether or not the model fits 
the observed data. If it does, as above, 
then any prediction is valid; if it 
doesn’t, another model must be sought. 

Such is the simplicity with which 
queueing theory can be used. The hard- 
est part of its application is the pro- 
curing of the basic information but 
sampling procedures make that a rou- 
tine industrial engineering measurement 
process. Using the table avoids some 
extremely cumbersome calculations that 
are associated with queueing theory and 
puts the theory within the grasp of 
every practicing engineer. 

A theoretical model like this, more- 
over, puts the industrial engineer in the 
objective position of offering alterna- 
tives and not a recommended solution. 
In this example, it really was a case of 
deciding whether the .03% to .3% wait 
time change (affecting processing ser- 
vice) was worth the cost reduction of 
a 3- to 2-man crew change. The engi- 
neer established the basis for decision 
with a good prediction technique and 
supervision made the decision. This 
was management by choice, not by 
chance. 

In the example, then, work sampling 


and queueing theory were on a team 
that accomplished this: 
Before 
3-man crew 
9 men in all 
After 
2-man crew 
6 men in all 
$10,000 prevented excess cost 
There were a lot of other techniques 
on that team—addition, subtraction, 
good manners, stop watch measurement, 
and so forth. Particular attention was 


_ paid, of course, to the vital human rela- 


tions problem associated with the crew 
alteration. Installation of the incen- 
tive standard was held up until an in- 
crease in production permitted the exist- 
ing 3-man crew to act as the incentive 
crew. Such consideration of the human 
aspect is vital to the workability of any 
plan like this and its future counter- 
parts. The thoughtful timing of the 
crew changes maintained and strength- 
ened the harmonious, cooperative at- 
mosphere without which all the mathe- 
matics in the world is completely inef- 
fectual. The team of regular industrial 
engineering techniques and a sympathe- 
tically human approach set the stage for 
queueing theory. When added to the 
team, queueing theory proved to be the 
clincher in handling the total problem of 
service labor in the printing room. 


HERE is another human aspect to 
T such an installation as this that em- 
phasizes the industrial engineering role. 
The decision on crew size had previ- 
ously been made. by supervision, now it 
was being done, as one foreman put it, 
“by the numbers.” This, if you will, is 
managerial automation and the spectre 
of managerial technological unemploy- 
ment, in the form of reduced preroga- 
tive, looms large in many minds. Actu- 
ally, it releases managerial skills in 
judgment to tackle the endless human 
problems that often get shunted aside 
in favor of these operational ones. 

Industrial engineers are well experi- 
enced in introducing this type of man- 
agerial aid; they have been running a 
similar gauntlet for fifty years. There 
is a delicate social structure that is tam- 
pered with as mathematical and statis- 
tical techniques move in on management 
decision-making at any level. Many 
hours of discussion must be spent to 
have supervisors and managers realize 
that problems requiring artistic skill 
really begin—not end—as this move- 
ment continues. Management engineers 
have been so operating for quite a 








while; their counselling position makes 
them logical instruments for getting 
maximum reward from results of op- 
erations research. 


bien above example pointed up the 
two basic aspects of any investiga- 
tion in any of the sciences; measurement 
and the use of a model. In industrial en- 
gineering, we have the notion of mea- 
surement rather well established—statis- 
tical twists can give us more control over 
and extend our measurement into new 
areas. The use of models, however, is by 
and large confined to pictures, diagrams, 
and physical models rather than abstract 
models of the mathematical sort. Yet, in 
proportion as we use more abstraction 
we gain more insight as to the nature 
of our problems and thereby stand a 
greater chance of solving them—which 
is, after all, our thoroughly practical 
end point. Witness the effectiveness of 
queueing theory in this example by of- 
fering an abstract mathematical model 
(in easy-to-take table form) of the real 
life situation. With that model, it was 
possible to predict on paper the effect 
of some contemplated action which, 
without the ability to predict, might, in- 
deed, not have ever been contemplated. 
The development of this queueing 
model was operations research in its 
purest form. It required identification 
of an operational problem type and the 
awareness of certain mathematics 
adaptable to a general solution. It was 
no one-shot affair; a basic truth on 
waiting line behavior was captured. 
There are other models that have been 
developed applying equally well to other 
industrial problems. Having looked at 
queueing in some engineering detail, 
let’s consider a few of these others some- 
what briefly for flavor. It isn’t the in- 
tent to show solution techniques but 
rather to show problem types. The in- 
dustrial engineer’s next step is to review 
more detailed literature and corner a 
mathematician and/or statistician for 
guidance in carrying out solution pro- 
cedures. Most problems covered here 
have had the mathematical development 
work and solution rituals worked out. 
These examples give some idea of how 
effectively industrial and management 
engineers can put research thinking to 
work for themselves. There are many 
other traditional problems that have 
been studied intensively in operations 
research—inventory control, overall 
production control, assembly line bal- 
ancing, predetermined time data, com- 
munications, organizational structure, 
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and motivation and morale. Not all of 
these researches are ready for engineer- 
ing application but industrial engineers 
would do well to keep abreast of the 
thinking for there is a steady outpour- 
ing of usable techniques often disre- 
garded for lack of effective interpreta- 
tion at the applied level. 

Mentioned throughout has been the 
consulting role of mathematicians and 
statisticians. As industrial engineers 
progress, assistance from and consulta- 
tion with these professions is necessary. 
We have much to learn and must con- 
stantly be learning about possible solu- 
tions to many management problems. 
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q ito} | AM with a supplier of automation 
AcGraw equipment, and that certainly de- 
“Wor termines my point of view. We market 
ysis an both scientific computing and commer- 
| of Inicial data processing equipment, and it 
fis my responsibility to prepare the cus- 
‘utomer for the installation of such equip- 
ment and to assist him in every way 















¥l can give you a close look at the rela- 
fitionships between the training and per- 
sonnel problems, and the job of large 
scale automation of business procedures 
jwhich our customers are accomplishing 
‘in their offices. Also, I have at least 
one suggestion for a research project 
iwhich has considerable potential for the 
£, afPfuture and is within the scope of inquiry 
ned Dh ot a university. 

| Before I launch off into some of the 
roblems, however, there is a question 
I might answer first. The question is: 
/hat do we mean when we refer to data 
rocessing equipment? This equipment 
hich we talk of as bringing automation 


themati : office is unique in three respects: 
Control :e of them is that for the first time 
954. ‘aintain files on a continuous flow 
li'um—a strip of magnetic tape con- 
vommemi@tain:, the records instead of the unit- 
pe d punch card which has been the 
oject uh 
a, Wor : given ‘by Mr. Johnson before a con- 
ptria! sponsored by The Society for Applied 


»pology, held at Yale University, De- 
> 27-28, 1955. 


iMan And Automation 


What is management's motivation in the matter of automation? Some 
call it pre-insurance. But this author, who has spent years in the field 
of development of the machines which are replacing some human 
workers, offers another answer to the question. 


By Walter H. Johnson 


Manager, Customer Assistance Department 


means of mechanization in the past. A 
considerable amount of information is 
condensed on a few inches of tape, and 
each reel of tape is several thousand 
feet long. Also, you can read and re- 
cord on it very rapidly, at the rate of 
fifteen or twenty thousand characters 
per second. 

The second thing that is significant 
is the large memory of the system. In 
general it will range from about ten 
thousand characters up to eighty or one 
hundred thousand characters. All of 
this information—stored and accessible 
either as words or as individual char- 
acters depending on the machine—is 
available to an arithmetic and logical 
unit. 

The arithmetic and logical unit is the 
third significant item. It is able to do 
arithmetic at break-neck speed and to 
make decisions—for instance, it may 
choose the path of appropriate action 
on the basis of a high, low or equal 
comparison. The break-neck speed we 
are talking about, is illustrated by the 
transfer of characters from the memory 
to the arithmetic unit in a few millionths 
of a second, or performing additions at 
rates up to 20,000 per second. 

So the distinguishing characteristics 
of this equipment are high-speed arith- 
metic, large memory, and very fast in- 
put and output on magnetic tape. 

Since this is an automation confer- 
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ence, I'll first make one point on the 
subject of automation: As you know 
there are all kinds of automation equip- 
ment to help manufacturing people use 
tools better; office automation equip- 
ment makes it possible for us to use 
our heads a little better. 

What preparations have to be made 
when people feel that they can get some 
benefit from automation in the office by 
installing data processing equipment? 
First, you have to select the area of 
the business that you wish to attack. 
This may be control of inventory or 





WALTER 
H. 
JOHNSON 





Mr. Johnson has been with IBM Corpo- 
ration since 1946, and has served that 
organization in Applied Science Division, 
Electronic Equipment Product Planning 
Division and Programming Research 
Department before becoming Manager 
of the Customer Assistance Department. 
He spent two years as an engineer in 
Ballistics Research at Aberdeen Proving 
Grounds before going to IBM. He is a 
Member of Operations Research Society 
and the Association for Computing 
Machines. 














control of production. It might be a 
billing operation to get money into the 
bank sooner, or the control of costs in 
a chemical production operation, or 
something as simple as payroll. Having 
selected the area, and | shall discuss 
later why you might want to do any 
of these various jobs, you have to de- 
sign the system. By system we mean 
the overall procedures and the sequence 
of operations which are intended to ac- 
complish the job at hand. Designing 
such a system entails planning, much 
like the work done by an architect when 
he designs a house, a laboratory, or a 
university. After you have layed out 
the system. you have to spell out com- 
pletely the specifications, as to size of 
records, techniques of internal control, 
etc., if you wish the job in the final 
analysis to suit your needs. Then these 
specifications must be translated into 
machine language. That is, they must 
be coded. And when you have prepared 
these sets of codes or sequences of 
coded instructions to the machine, 
which are called programs, you bring 
them to one of the testing centers run 
by an automation equipment supplier, 
such as ourselves. There, these pro- 
grams are tested, prior to the equipment 
being shipped to your office. 


tps the equipment arrives and the 
input data is in the form needed, 
and the final testing of the programs is 
complete, and all the details surrounding 
a data processing installation have set- 
tled into a regular pattern so that you 
are getting the results you want, when 
you want them, the system is ready to 
be operated on a daily scheduled basis. 
This process will generally take three 
months or longer from the time the 
equipment is delivered to your office and 
put into running order. Then for the 
first time the system begins to get into 
the hands of people other than those 
who might be classified as very skilled, 
professional personnel. 

In order to accomplish this systems 
design, specification, coding, testing, 
and installation and finally getting the 
equipment into scheduled operation, you 
need qualified people. Now, I shall 
tell you something about the character 
istics of these people. This is a general 
set of specifications. Our customer’s 
installations average seventeen profes- 
sional people. Some installations re- 
quire over thirty and some are down to 
around seven, but the average require- 
ment is about seventeen. These people 
are on the job for one and a half to 
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two years before the machine arrives, 
so that in order to install this equip- 
ment properly and really have work 
ready for processing, twenty to thirty- 
five man years of preparation are need- 
ed. This is an aspect which almost 
everybody has failed to face _realis- 
tically: it is a big job to get this equip- 
ment installed and working properly. 


HERE do these people come from? 

Fortunately, at least at this stage, 
most of these systems of data processing 
have gone to large corporations where 
there have been professional methods 
people, and the bulk of the seventeen 
have come from this methods area. Also 
included are people who, because of past 
punched card experience, are familiar 
with the problem of coding information 
in machine language and who know ex- 
actly how precise one must be in pre- 
paring all the input data. In view of 
their familiarity with the overall policies 
of record keeping of the company, some 
of the members of this data processing 
group are usually drawn from the ac- 
counting function. Also, it has proved 
to be worth while to have at least one 
or two technically qualified people, 
preferably mathematicians. Engineer- 
ing personnel have worked out well too. 
The machines are best appreciated and 
understood by people who have had 
professional training at the university 
level. 

Once the group is put together, six 
months to a year is usually required for 
what you might call the training phase, 
and this is not all schooling. For a 
month or six weeks the group attends 
manufacturer's schools to concentrate 
on programming and _ understanding 
the equipment, but a great deal of the 
training period following is spent be- 
coming thoroughly familiar with the 
operating policies and procedures of 
their own company in the area of busi- 
ness in which the installation will 
operate, or, if they happen to be new 
employees, in generally learning about 
the company. 

We have talked about people coming 
into this activity from the methods, 
tabulating, and accounting area of the 
business. Where do we get people from 
outside of a business? One of the 
things I have enjoyed most in my work 
in this area is bringing new people into 
the activity. I am constantly amazed 
at the varied backgrounds which seem 
to do very well. Originally, we had 
some difficulty in selection. To meet 
this problem we worked with MIT and 
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the Educational Testing Institute of 
Princeton, and put together an aptitude 
test which we have been using very suc. 
cessfully now for about a year. Through 
the use of the aptitude test, plus a 
series of interviews, we have selected 
people more or less off the street. These 
are people who have been captured by | 
the romance of automation and feel that 
the opportunities for personal develop. } 
ment are too shallow in the area of ac-} 
tivity in which they have previously en- 
gaged. A large number have had a 
technical background but we have also 
hired and trained professional musi- 
cians, artists, clerks, economics majors 
and argriculture majors, and these peo- 
ple have done outstanding jobs in this 
area. This serves to illustrate that in 
selecting people who will be successful, 
their aptitude for the new concepts in 
this area is much more important than 


what they are doing now. 
7 HE lack of trained personnel in data 
processing is a challenge to the uni- 
versities. Only a few college-trained pro- 
grammers or professional methods men 
have been developed for work with 
these large-scale electronic systems. We 
can hire chemists, physicists, mathema- 
ticians, and electrical engineers, but al- 
most no one gets a degree in the field in 
which we are primarily interested, and 
this is a big field. Although we are 
just manufacturers and vendors, we 
have trained and brought into the data 
processing business, in the last four or 
five years, about four hundred people. 
Our customers have hired and trained 
about three thousand in the last two or 
three years to prepare for the machines 
that we are building for them. This 
gives you an idea of the order of mag: 
nitude of the effort. Thus, we are de 
veloping within our society a new pro- 
fession which has not really been spon- 
sored by any group, but which is form: 
ing around the elite core of people who 
write programs and install electronic 
machines. It requires the disciplined 
mind of the mathematician plus an in- 
terest in business management prob- 
lems. Some recognition should be 
given to this group of people beyond 
that which has been accorded so far. In 
particular, I hope that the universities 
graduate some people interested in the 
solution of business communication and 
information handling problems. 
There is, of course, the problem of 
persons displaced by the growth of auto 
mation in the office, but before I ‘alk 





about what happens to them I wi ty 
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like to point out the four reasons why 
companies are interested in office auto- 
mation. It costs a lot of money to 
install electronic equipment, in many 
instances a half-million to a million and 
a half dollars, so it is an important de- 
gision to make. 

The reasons they are bringing elec- 


ironics into the office are: 


First, to do the same work with fewer 
clerks (it takes about ninety clerks re- 
placed to pay for one of these ma- 
chines). Second, to do more work with 
the same number of clerks. Third, to 
achieve more timely operations. Fourth, 
to achieve better control of operations. 


r all of these cases we must add ma- 


chine personnel to the activity, and 
there is always a conscious effort to 
bring people from the displaced ranks 
into the new operator or programmer 
area if they can qualify. If you intro- 
duce automation in your office for any 
but the first reason mentioned, you add 
programmers as well as adding capital 
for expansion of the business, and job 
opportunities are created. 

There are two factors in the present 
American economy which makes a sig- 
nificant contribution towards alleviating 
the problem of displaced employees. 
First of all, industry is in a period of 
rapid expansion and this expansion is 
being accompanied by an increase in the 
ratio of clerical to productive workers. 
This is particularly true among the 
larger corporations where the greatest 
amount of automation activity is lo- 
cated. Secondly, an increasingly large 
percentage of the clerical force today 
is made up of young women whose av- 
erage period of employment is quite 
short. In general these factors permit 
promotions, transfers, resignations and 
retirements to quickly eliminate any 
temporary surpluses which may occur. 

The other thing that I would like 
to point out is that it is fortunate that 
automation came when it did. It has 
been particularly difficult for many or- 
ganizations having large clerical staffs 
to keep these people any longer than is 
required for them to become partially 
trained. At this juncture they often 
sell themselves to another company for 
a lide more money or a more satisfying 
job. I don’t think that, with the advent 
of compulsory high school education 
and with better caliber people arriving 
in tie clerical market, we can expect 
ther. to continue to just file papers and 
docets in file drawers all day. This 
is rot enough of an opportunity for 








Training 
Mature Women 
For Employment 


UNITED STATES Depart- 

ment of Labor report on 
projects for the training of 
mature women for jobs in in- 
dustry lists 23 training courses 
now being used by 12 proj- 
ects visited by Labor De- 
partment representatives 


working on the survey. 
The projects are: 


Emily Griffith Opportunity School 


Denver, Colorado ...6 courses 
Department of Hospitals 
New York City......3 courses 


Hannah Harrison School 
Washington, D. C....3 courses 


Department of Welfare 
Chicas, By on. ccc 3 courses 


Joint Department of Welfare and 
Board of Education Project 


New York City....... | course 
Public Aid Commission 
Boe Gee Bocas | course 


Hotel Training School 
Washington, D. C.....1 course 


Joint Restaurant Association and 
Board of Education Project 
Washington, D. C.....1 course 


Community Hand-sewing Project 
Seranten, FO. on. ssss | course 


Community Power-sewing Project 
Haerleten, Pa. .....5.. | course 


Electronics Company 4-month 
Program 


New York State...... | course 


Electronics Company 1|8-month 
Program 


New York State...... | course 








the human being. Here again automa- 
tion in the office is solving the problem 
rather than creating it. 

I think a few statistics will lead up to 
my suggestion for research.s It is my 
opinion, based on what I see, that there 
will be during the next decade about ten 
thousand of these stored program ma- 
chines installed in American industry. 
Again, based on what I see today as the 
requirement for programmers, there will 
be a need for 170,000 people with pro- 
fessional status. This will include such 
machines as drum calculators which 
have large memories and tape, but not 
necessarily as much power from the 
arithmetic and decision-making view- 
points. It seems to me that we are just 
not going to have that many people. So, 
what we must do is learn how to control 
these machines with less effort, without 
as much time being consumed. This is 
an area in which the equipment manu- 
facturers are working, an area we call 
“programming research.” IBM has a 
large group working on this, and I 
know that our competitors do also. But 
this is an area that I think is uniquely 
well qualified for university work. It is a 
problem of establishing a uniform lan- 
guage for the definition of business 
problems which we can all agree to— 
a business algebra, if you will. This 
is the problem of providing a universal 
symbolism in which you can write speci- 
fications for the jobs. This must be 
followed by systems whereby these ma- 
chines will automatically convert these 
specifications into specific machine 
language. 


INALLY, and this is again from the 
O Anein of a supplier rather than 
user, I would like to offer one more com- 
ment: We have a large number of pro- 
grammers working with us and operator 
personnel working with our equipment. 
The general trend relative to all these 
people has been to give them higher 
grades, more rewarding and productive 
jobs for which they get more pay. I 
don’t know if this is generally true, but 
I haven’t found any outstanding excep- 
tions to it. What are the real manage- 
ment motivations? I have heard it 
called pre-insurance. I can assure you 
that’s not the reason, as I see it. The 
basic facts aré that office automation 
equipment is costly and huge capital 
investments are associated with its in- 
stallation; thus larger incomes can be 
justified for those qualified to partici- 
pate in its operation and to make it 
successful. * 
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Although this article is based on a segment of the author's research in 
the role of management in the large corporation, the conclusions drawn 
may be applied to all sizes and kinds of organizations. For even in the 
small business there is policy and administration, and there is the 
recurring problem of developing the theory of administration inde- 
pendently of the values of the organization. Some argue it can be 
done; others insist it can't. Mr. Suojanen's findings and conclusions on 
the subject make stimulating reading. 


Substantive Decentralization 


In The Large Corporation 


T° the accepted theory of formal or- 
ganization, a loose distinction is 
drawn between policy and administra- 
tion. Policy refers to the determination 
of the goals and objectives of the organ- 
ization while operation is used to dis- 
tinguish the means used to attain these 
ends. Some, notably Simon, have argued 
that once the goals or values have been 
defined, a theory of administration can 
be developed on the factual level to in- 
dicate the most efficient methods of goal 
accomplishment.? 

Others argue that a theory of admin- 
istration cannot be developed indepen- 
dently of the values of the organization. 
In other words, the procedural plan of 
an enterprise must be specifically related 
to its substantive plan and if the latter 
is changed the former must be modified 
accordingly.” Substantive decentraliza- 
tion, which describes the organizational 
philosophy and structure of the well- 
managed large organization, belongs to 
this latter category of organization 
theories. 

In the theory of rational hierarchy, 
the determination of the goals and ob- 
jectives of the firm is the responsibility 
of a peak coordinator. The peak co- 
ordinator is typically a single individ- 
ual. In order that he be able to coordi- 
nate the affairs of even a moderately 
large organization, he must delegate a 
large part of the procedural plan to 
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subordinates. The substantive plan, 
however, or even elements of it, cannot 
be delegated because coordination de- 
pends upon a “unity of command”.® 
While others may contribute to policy 
formation, in the last analysis one per- 
son must make the actual decision and 
this is a function that cannot be dele- 
gated. 

The accepted theory of hierarchy is 
closely related to the economic theory 
of the firm. The entrepreneur in eco- 
nomic theory: 

. ts explicitly treated as a rational 
individual. The other participants— 
employees, customers, suppliers—en- 
ter into the theory only implicitly and 
only as passive “conditions” to which 
the entrepreneur adjusts in finding 
the solution that is optimal to him.* 

The usual theory of organization posits 
much the same relation between the 
peak coordinator and other participants 
except that the former may be an em- 
ployee rather than an entrepreneur in 
the economic sense. 

However, Simon also points out that: 

Theories of organization, perhaps to 

@ greater extent than the theory of 

the firm, have been concerned not only 

with optimal solutions, but with viable 
solutions—that is, solutions that per- 

mit the survival of organization (e.g., 

in the theory of the firm, outputs that 

yield a positive profit).® 


By Waino W. Suojanen 


School of Business Administration 
University of California 
Berkeley, California 


Before discussing substantive decen- 
tralization as a theory of viability, let 
us take a look at the three basic fune- 
tions that must be performed if the 
going concern is to continue in business 
(survive). For the time being it need 
make no difference whether the element 
of coordination is provided by a single 
individual or by an executive group. 

To begin, the firm must have a plan 
or plans; its behavior must be pur 
posive. Secondly, the alternative or 
alternatives must be chosen which will 
permit the achievement of the plan or 
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plans. Finally, there must be a means 
of comparing the actual performance 
against the standards laid out in the 
plan or plans. In the absence of the 
latter there can never be any assurance 
of survival because corrective action 
will be instituted too late to modify the 
plan to changed circumstances. The 
essence of survival of any organization 
is the ability to adapt rapidly to any 
changes in the environment that may 
constitute a threat to its existence. 


SURVIVAL AND 
INSTITUTIONALIZATION 
If the organization is to survive and 
grow, the basic issue in policy decision 
becomes that of developing an identifi- 
cation between the participant and the 
enterprise. Survival implies that the firm 
has acquired values in and of itself, 
that it is no longer considered merely 
as a utilitarian instrument of produc- 
tion. The more the organization be- 
comes impregnated with values, the less 
expendable it becomes. This is the proc- 
ess of institutionalization that Marshall 
had in mind when he wrote that: 
Many corporate bodies of today, and 
especially colleges at Oxford and 
Cambridge, retain much of the spirit 
of old religious houses. The official 
Head, if a strong man, has great 
power; as has the Chairman or Presi- 
dent of a great joint stock company; 
as a rule every member of the Gov- 
erning Body cares for the future 
efficiency and prosperity of the death- 
less corporation with nearly the same 
zeal as if it were his own property.® 
Policy formation should not be con- 
fused with planning although a close 
relationship exists between the two. The 
former is much more general in nature 
because of its concern with the organ- 
ization as a whole. If, as Simon points 
out, there are a number of viable solu- 
tions available to the policy makers of 
the enterprise, then a firm may survive 
and grow even if its policy is not de- 
veloped to the point where maximum 
contributions are being obtained from 
all of its participants. This is an im- 
pertant factor to bear in mind when 
analyzing a particular organization; its 
mere survival, in other words, is no 
criterion that it is well-managed. In this 
respect, the market place furnishes a 
much sterner test of the efficiency of a 
commercial firm than is available in the 
cese of a non-commercial organization. 
{n the organization in which policy is 
th: responsibility of a single individual, 
ac it is in the economic theory of the 


firm and in the theory of rational hier- 
archy, the values and beliefs of the vast 
majority of participants are disregarded. 
This makes it possible to identify the 
firm with the peak coordinator because 
there is either direct decision-making on 
his part with no delegation or, perhaps 
(but to a lesser degree) ad hoc delega- 
tion of decision-making with a final 
approval in practically every case by the 
peak coordinator. No organization goals 
exist apart from the (idealized) person 
of the leader. 

Because policy is concerned with the 
survival of the organization and because 
survival is closely dependent on the 
contributions of participants, policy be- 
gins to have real meaning when it is 
closely linked to the values of the soci- 
ety. To put it another way, the policy 
of an organization is analogous to the 
culture of a society and makes a maxi- 
mum contribution to the objective of 
survival when there is a close corre- 
spondence between the values of the 
society and the policy of the enterprise. 
The culture of the society is instru- 
mental in molding the participants so 
that a “culture bound” policy becomes 
more predictive of survival simply be- 
cause it is reinforced by the more gen- 
eral values of the society. For instance, 
in our own country, a “team” concept 
at the work level has meaning to the 
employee because, in his own _back- 
ground of growth and development, 
other kinds of “teams” have played a 
very important role. If it is granted that 
the leadership of the large organization 
is motivated less in terms of profit 
maximization and more in terms of sur- 
vival and growth—if, in other words, 
authority arises out of the goals and 
objectives of the firm rather than de- 
scending from a peak coordinator, then 
policy formation must become a group 
endeavor. This in turn changes the na- 
ture of authority for no longer is the 
focus on an individual but rather on an 
institution. 


We the life of the organization 
is indeterminate, policy is of a 
long-range nature. Continuity of opera- 
tions depends on a continuity of policy. 
For this reason, the determination of 
policy in the institutionalized organiza- 
tion must be the function of a group 
rather than of an individual. The exis- 
tence of the institution is too valuable to 
jeopardize it by linking its values to the 
limited life span and the limited capac- 
ities of a single person. Continuity of 
policy requires not only the participa- 


tion of a number of people but also real 
participation in order to provide for 
perpetual succession in the top leader- 
ship of the enterprise. Otherwise the 
death of the peak coordinator or his re- 
tirement may provoke a struggle for 
power initially and will certainly re- 
quire a period of familiarization there- 
after that may well threaten survival. 
Or else there occurs a change of gov- 
ernment such as that characteristic of 
France where policy formation is quite 
often done on an ad hoc basis by the 


operating bureaucracy. 


THE COMMAND TECHNIQUE 
OF CONTROL 

Much of the literature of management 
is oriented in terms of a command con- 
cept of control. This is understandably 
so in view of its emphasis on an individ- 
ual peak coordinator. As a result, any 
discussion of managerial prerogatives 
ultimately boils down to a definition of 
the “rights” of management vis-a-vis 
some other participant or participant 
group. Usually, the subject that stirs 
the most heat and least light is the de- 
limitation of what constitutes the area 
of management decision as opposed to 
that of the union. In a strict sense such 
a debate cannot even be initiated unless 
the organization has achieved some de- 
gree of institutionalization, for in the 
strictly profit motivated firm only the 
entrepreneur plays an active (decision- 
making) role. 

The exclusive use of the command 
technique of control is incompatible 
with the value system of the institution- 
alized organization. Command legiti- 
mizes authority through the sanction of 
fear. Because of this, command control 
does not and can not provide for emo- 
tional attachments to the firm except 
perhaps on the part of the commander. 
Fear generates insecurity rather than 
loyalty. As a result, even members of 
the managerial group will subsume the 
organization objectives to their own 
objectives in case of conflict. Thus in- 
stead of integrating the values and be- 
liefs of the society into policy, command 
authority is alien to them and creates 
frictions and disappointments which 
often are aimed at eliminating the or- 
ganization. The following expresses the 
above very clearly: 

I suppose that every one of us is more 

or less in the habit of attributing 

them wholly to that part of reality 
which lies without his skin, and 
emotional: attachment to the social 
order—i.e., the very thing capitalism 
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is constitutionally unable to produce 
—is necessary in order to overcome 
the hostile impulse by which we react 
to them. If there is not emotional 
attachment, then that impulse has its 
way and grows into a permanent con- 
stituent of our psychic system.’ 

A command concept of control is 
necessarily identified with a limited 
span of control for power must be con- 
stantly asserted to make authority legiti- 
mate and to obtain a modicum of co- 
operation. The military analogy again 
offers proof of this point of view. De- 
spite the fact that command is the basis 
of authority in the military and fear 
does play a role, the supreme sanction 
that the military leader strives for is 
that of identification of the individual 
with his “buddies,” and his unit, and 
with his country. 

The span of control of the military is 
definitely more limited than it is in 
civilian organization; it is necessarily 
shorter in the military in time of war 
than it is in peace because desire for 
self protection may negate authority, 
and it would be even more limited in 
time of war if command control were 
the only method of legitimizing author- 
ity. This becomes clear when the highly 
motivated and emotionally attached 
soldier is compared with the mercenary ; 
the latter is nothing but the military 
prototype of the participant in the firm 
who is not accepted and recognized as 
a person but merely as another factor of 
production. Allegiance or the subordi- 
nation of personal objectives in these 
cases does not attach to the substantive 
plan of the organization. The result of 
a centralized command theory of au- 
thority is a limit in the size, efficiency, 
and effectiveness of the organization 
based on the span of control of the per- 
son possessing supreme coordinating 
authority. But such a theory of man- 
agement envisages a congeries of sepa- 
rate individuals to coordinated rather 
than an enduring institution based on 
continuing and constructive coopera- 
tion. 


PERMISSIVE AUTHORITY 

Permissive authority is closely related 
to the centralization of policy and the 
decentralization of operations. These 
three constitute the essence of substan- 
tive decentralization. No longer is au- 
thority exerted unilaterally downward. 
Instead of a command philosophy, per- 
missive authority is based on reciprocity 
and manipulated field control.’ Permis- 
sive authority differs from the charis- 


matic and traditional classifications of 
authority which are related in principle 
and practice to the person of the leader. 
It also differs from the rational type of 
authority which presupposes a hierarchy 
ascending rigidly to one person as the 
supreme coordinator of the organiza- 
tion.® 


gg authority is representa- 
tive of an age in which the dictum 
“of unquestioning obedience within the 
individual firm no longer holds.” 
Schumpeter is indeed right in asserting 
that capitalist evolution has tended to 
erode the socio-psychological bases of 
the command concept of authority. 
However, the evidence indicates that it 
is being replaced by the new concept of 
permissive authority which is closely 
linked to the emergent philosophy and 
structure of the present-day corporation. 

Permissive authority implies, at the 
policy level, decentralization of the kind 
expressed in the following: 

But the government of discussion, ij 

it can be borne, at once breaks down 

the yoke of fixed custom. The idea 
of the two is inconsistent. As far as 
it goes, the mere putting up of a sub- 
ject to discussion, with the object of 

being guided by that discussion, is a 

clear admission that the subject is in 

no degree settled by established rule, 
and that men are free to choose in it. 

It is an admission too that there is no 

sacred authority—no one transcendent 

and divinely appointed man whom in 
that subject matter the community is 
bound to obey." 

Substantive decentralization operates 
through a diffusion of authority and a 
change in its character. No longer is 
the focus on either a person or imper- 
sonal leader but rather on an explicit 
recognition that authority resides in the 
organization qua organization. Once 
the executive group concept is admitted, 
discussion becomes a substitute for in- 
dividual decision and action; as a result 
“, . » effective control of group attitudes 
is biased toward spontaneity and free- 
dom rather than toward regulation and 
uniformity. In other words, it is per- 
missive rather than restrictive”.™ 

The difference between delegation of 
authority and decentralization of author- 
ity requires a definition of both in the 
light of the preceding discussion. In 
erganization theory no clear distinction 
has ever been drawn between the two 
concepts, probably because of the in- 
fluence of the presently accepted classi- 
fications of authority. In the charis- 
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matic, the traditional and the rationa! 
types of authority systems, the substan 
tive plan is considered to be the respon 
sibility of the chief executive. Therefor: 
it is a function that cannot be decen 
tralized because it involves the objec 
tives of the organization. 

Delegation, on the other hand, refers 
only to the elements of the procedural 
plan, no matter what the type of author- 
ity. Only the factual aspects of admin- 
istration can be delegated; the valua- 
tional aspects of management, because 
they concern the organizational objec- 
tives, always remain the responsibility 
of the peak coordinator. This, of course, 
does not preclude the development of 
policy by a board of a committee or a 
legislature so that a group can, in cer- 
tain instances, replace the peak coordi- 
nator. Once the policy has been estab- 
lished by the coordinating authority, 
however, it is binding on the agency that 
is charged with the responsibility for 
the procedural plan. 

Under the permissive concept of au- 
thority, authority inheres in the organ- 
ization rather than in the person of the 
peak coordinator, and the theoretical 
nature of both delegation and decen- 
tralization is considerably modified. 
The permissive concept of authority 
“states the broad objective and permits 
groups to approach it by their own 
methods” and it “has the great virtue o/ 
releasing to the full the self-regulative 
forces of an organization, the tendencies 
people seem to have of getting on with 
each other and of cooperation in a task 
they can comprehend, which find expres- 
sion in innumerable ways and through 
innumerable channels’.’* In contrast, 
there are the other types of authority 
which depend on command control which 
“by restricting the method of approach 
in addition to defining the objective run 
the risk of failing to enlist these spon- 


taneous self-regulative forces”.\ 


RELATION TO DELEGATION 
Delegation can be defined in two ways 
depending on the philosophy of author- 
ity within the organization. In the 
highly centralized organization the sub- 
stantive plan rests in the peak coordi- 
nator. Delegation is necessary only to 
obtain the advantages of division of 
labor in the procedural-executory plan. 
This distinction is of theoretical value 
only, if decisions are made at levels 
other than the top because there are no 
decisions that do not have some ele- 
ments of value. Pure delegation, in 
other words, tends to abstract these 
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value elements from the decision-making 
environment of the subordinate and the 
result is the almost exclusive utilization 
of command as the technique of con- 
trol. Predictability is, however, ex- 
tremely difficult to achieve because any 
decision is subject to reversal by the 
chief executive if it does not accord with 
his own personal objectives. This type 
of an organization is truly nothing but 
the lengthened shadow of one man. The 
quality of contributions by participants 
is of a low order: “. . . command in- 
creases the opportunity for the controller 
to attain his goals at the expense of the 
subordinate’s opportunities. The sub- 
ordinate must do the bidding of the 
controller or suffer punishment; the sub- 
ordinate’s own goals—aside from his 
desire to escape punishment—are neg- 
lected” .® 


"N the substantively decentralized or- 
I ganization, where the price mecha- 
nism serves as a partial substitute for 
hierarchy, delegation is still present. 
Here, however, the organization is con- 
sciously constructed of a number of de- 
cision-making divisions. Delegation still 
characterizes the hierarchy within the 
division although it need not be as rigid 
as the kind described above. If we look 
at the organization as a whole, the focus 
is not wholly toward one supreme co- 
ordinating authority, but rather toward 
a number of lesser hierarchies, all con- 
tained within the one larger one. 

Orientation of participants, at the 
division level, is not toward an individ- 
ual but rather toward the organization. 
The mere fact that decentralization has 
occurred within the organization, that 
not all coordination is directed from the 
top, is an admission that spontaneous 
and manipulated field control and reci- 
procity are superior to command as 
control techniques. Command control 
fails because its sanction is the fear of 
punishment; even in the “perfect” hier- 
archy of the military, as indicated 
earlier, more emphasis is placed on 
eadership, morale, esprit de corps— 
“enthusiasm, and jealous regard for the 
henor for the group’—than upon dis- 
civline. Where the participant is free 
© leave the organization at will (typi- 
elly not the case in the military) these 
vangibles have an even more impor- 
ant role to play. 

If the real problems of coordination 
in the large organization are “to make 
le dership and the exercise of authority 
| erate according to the accepted values 
11 beliefs of our society”, then the 
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command technique of control fails to 
meet the test. On the other hand, the 
other techniques of control, especially 
spontaneous field control and reciproc- 
ity, do accord with the accepted values 
of society. The distinction between com- 
mand and reciprocity and their perti- 
nence to the substantively decentralized 
organization are well presented in the 
following. 

Unlike command, reciprocity need not 
inherently limit the freedom of any 
participant. But wherever there is less 
than complete agreement on goals 
among the participants in a recipro- 
cal arrangement someone’s freedom is 
bound to be restrained. Hence reci- 
procity is mainly important to free- 
dom as a system for arriving at de- 
cisions as to whose freedom will be 
permitted or curtailed, and by how 
much, in cases of conflict." 

It is evident that decentralization can 
range all the way from delegation in the 
traditional sense to something approach- 
ing actual independence, depending on 
the goals and concepts of the control- 
ling management group. Whether the 
divisions are organized as subsidiaries 
or as organic parts of the corporation 
is not material. What matters is the 
degree to which the divisions are in a 
position to formulate their own substan- 
tive plans within the constraints con- 
tained in the expressed policy of the 
supreme coordinating authority. If the 
price mechanism is to serve its objec- 
tive function of coordination, the su- 
preme coordinating authortiy must rely 
increasingly on the judgements of the 
division managements. A permissive 
concept of authority is necessary; com- 
mand control jeopardizes the pecuniary 
measure of performance as well as the 
nonpecuniary inducements offered to 
participants by the firm. 


COMMUNICATION OF POLICY 


As the organization grows in size, the 
functions of the supreme coordinating 
authority fall logically into two areas. 
The supervision of executive personnel 
and of financial matters becomes almost 
a routine. The other, and more impor- 
tant function of top management, is 
much vaguer and varies widely from 
firm to firm. This function embraces 
the communication of advice and policy 
to the divisions and subsidiaries. Since 
the effectiveness of divisional manage- 
ments is evaluated by means of the 
measure of performance, the home of- 
fice must permit them a considerable 
amount of leeway in their substantive 


plans in order to preserve objectivity. 
In large and widely dispersed organiza- 
tions such as General Motors, Unilever, 
and Standard Oil of New Jersey, the 
top management relies heavily on the 
training, experience, and judgement of 
the contact directors. As the eyes and 
ears of the supreme coordinating 
authority, they must be thoroughly 
familiar with operations in their area 
of responsibility, but because they do 
not exercise command authority, they 
must be able to “discuss without dogma- 
tizing, suggest without ordering, and, 
except when required by law, guide 
without pointing an absolutely fixed 
way.” It is evident that they must 
utilize spontaneous and manipulated 
field control and reciprocity, rather than 
command, as the techniques of influ- 
ence. 


M ILITARY organizations long ago 
recognized the need for a function 


resembling that of the contact director 
in a large corporation. The liaison offi- 
cer, who may represent an adjacent, a 
supported, or supporting unit. . . .“must 
keep in mind that he is responsible for 
Jurthering harmonious cooperation be- 
tween his own headquarters and the one 
to which sent. To do this, he must 
accomplish his mission without interfer- 
ing with the operations of the headquar- 
ters to which sent.”** The contact di- 
rector, in addition to liaison duties, also 
performs duties closely related to those 
of the inspector-general in the military. 
In addition, his burden is lightened by 
procedural control methods such as the 
financial and management audits as well 
as the entire gamut of staff functions. 
In order to augment the influence of 
the top management, it is often the pol- 
icy to “move promising men from affili- 
ate to parent company and sometimes 
back again.”** This assures an operat- 
ing point of view at the general office 
level and, in turn, results in the rele- 
vance of policy. In General Motors, 
for example, where most of the members 
of top management have had operat- 
ing responsibilities, “no important policy 
is made without consulting the divisional 
executives affected by it” and “it is the 
right as well as the duty of every man- 
agerial employee to criticize a central 
management’ decision which he con- 
siders mistaken or ill-advised.” An 
understanding of the problems faced by 





Fill your job or get your job 
through an advertisement in 
ADVANCED MANAGEMENT 











19 








operating components at the home office 
level, combined with consultation and 
liaison with operating official, assures 
that promulgated policy is both work- 
able and acceptable. This is in contrast 
to the highly centralized and personally 
oriented philosophy of firms such as 
Ford Motor Company, United States 
Steel, and Montgomery Ward (of an 
earlier time) in which policy was on 
a “take it or leave” basis. 

An organization may sometimes be 
permeated with the command concept of 
authority because the peak coordinator 
has never had experience at the op- 
erating level. This appears to have been 
the case with Gary in United States Steel 
and was true of Avery in the Mont- 
gomery Ward organization. This de- 
ficiency in the background of the peak 
coordinator is remediable as long as 
there are members of the executive 
group who have had that opportunity, 
provided that their viewpoints are con- 
sidered in the formulation of policy. In 
Standard Oil of New Jersey, for exam- 
ple, one of the most important methods 
of influencing the operating subsidiaries 
is through the Coordination Committee 
and the coordinating (staff) depart- 
ments supervised by the members of 
the Coordinating Committee. The suc- 
cess of this committee depends on the 
fact that, on a given issue, its members 
know more than the operating officials 
do, although the latter are always per- 
mitted to express their views before it. 
The success of many former high rank- 
ing military officers as corporate officials 
is at least partially due to the fact that 
they are experienced in group coordina- 
tion, despite their initial lack of operat- 
ing knowledge, and hence able to con- 
tribute to representative policy. 


T' a theoretical sense, substantive de- 
centralization may be possible even 
without group coordination at the top 
management level. In a practical sense, 
however, the modern large corporation 
is so complex that no one man can know 
every aspect of every issue facing the 
organization. Reliance must be placed 
on subordinates, and they must be tested 
in commands of their own if there is to 
be perpetual succession of the leader- 
ship. Contrast the following statement 
with what would have been the position 
of the elder Henry a decade ago. In the 
recent reorganization of the Ford Motor 
Company, Henry Ford II announced 
that Ernest R. Breech, “in his new posi- 
tion of board chairman will continue to 
share with me, as president and chief 
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executive officer, the basic management 
responsibilities and decisions of the 
company.” The creation of the new 
position was occasioned by the rapid 
growth and increased diversity of the 
company in recent years; “this in- 
creased breadth and depth of the com- 
pany’s operations demands closer execu- 
tive supervision and direction and a 
wider spread of the heavy and growing 
management responsibilities in all quar- 
ters of the company.”* As was the 
case with Standard Oil of New Jersey 
and General Motors, this attitude is an 
acknowledgement that Ford Motor Com- 
pany has reached the size where peak 
coordination must become a shared re- 
sponsibility. This has occurred despite 
the fact that the firm has relied heavily 
on substantive decentralization to light- 
en the administrative load of the cen- 
tral management. 


FINANCIAL CONTROL 


Control of the purse strings remains 
the most important control of the su- 
preme coordinating authority over the 
divisions in the substantively decentral- 
ized corporation. The finance function 
is almost always a responsibility that is 
retained by the central management.”* 
In Standard Oil of New Jersey, the hold- 
ing company has been likened to a 
“great big bank’ with whose aid “the 
affiliates have financed the greater part 
of their expansion out of earnings.” 
In General Motors, “The divisional 
manager is relieved of all worry over 
financial matters.”*® 

The fact that the finance function is 
centralized in the supreme coordinating 
authority is highly significant. The 
problems of coordination at the divi- 
sional levels are considerably reduced 
because their managements are not con- 
cerned with the financing function in 
any substantive sense; when funds are 
needed they are available from the home 
office. Similarly, at the top level, the 
difficulties of coordination are consider- 
ably reduced. If the divisional measure 
of performance (to be discussed in a 
later article) is attained and maintained 
or surpassed, top management need not, 
and should not, concern itself with the 
way in which the division is managed 
except to make sure that the policy 
guidelines of the supreme coordinating 
authority are followed. In effect, where 
a true permissive concept of authority 
prevails, this means that the supreme 
coordinating authority “takes a look” 
at the operations of the division at the 
end of each relevant budget period. 
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Centralization of the finance function 
ties in very closely with the survival! 
and growth motivations of the corpora- 
tion as an institution. Centralization o!| 
this function permits the supreme co- 
ordinating authority to establish the 
directions of growth of the organiza- 
tion. This implies also that coordina- 
tion of product research and develop- 
ment should be located at this level. The 
relation between these two function is 
clear, given survival and growth of the 
organization as the substantive goals of 
management. As Knauth has pointed 
out “concern for the future” rather than 
“concern for the present” is the ear- 
mark of “managerial enterprise.”~’ 
From this point of view, the dynamic 
nature of growth requires that the su- 
preme coordinating authority serve as 
the central resource allocation agency, 
if an optimum allocation is to take 
place. Decentralization of the finance 
function would often result in less than 
an optimum allocation because of ex- 
pansion into areas where rates of return 
are smaller. The ability to see the over- 
all rate of performance and compare 
it with the rate of performance of the 
components is thus one of the very real 
advantages of centralized financing, es- 
pecially when sound budgeting policies 
are followed. The matter of deciding 
when to embark upon the production of 
new products and when to cease making 
old ones is so closely related to the 
financial position of the firm that the 
two together may be said to comprise 
the substantive long range plan of the 
organization. 


IQUIDITY is similarly a substantive 
L concept because of its immediate 
relation to the survival of the profit 
making organization. Where a high de- 
gree of substantive decentralization pre- 
vails, financial autonomy of divisions, 
because of varying rates of receipts and 
expenditures, might well result in a 
huge surplus of funds in certain divi- 
sions while other divisions were experi- 
encing severe stringencies. The central- 
ization of control over funds, especially 
where a number of commodities is pro- 
duced, reemphasizes the fact that the 
firm is in the banking business and that 
control of funds should therefore be the 
responsibility of the supreme coordi- 
nating authority. No matter how im- 
portant concern for the future may loom 
in the minds of management, survival 


(concern for the present) requires 2 } 


decision-making agency to allocate cas 
resources on some sort of a marginel 
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basis. Since the budget is the means 
hy which the preesnt and the future are 
linked together, it follows that the 
finance function should be much more 
centralized than is necessary in the case 
of most other functions. In financial 
terms, the supreme coordinating author- 
ity can be conceived of as a credit and 
investment rationing agency because of 
the concern for the future and as a cash 
rationing agency because of relevance of 
the present to the future. 


THE DISAPPEARANCE OF 
PERSONAL AUTHORITY 


Schumpeter’s analysis of the system 
of authority within the large organiza- 
tion draws its philosophical founda- 
tions from the era of feudalism. He 
asserts that “unquestioning obedience 
(of the workman) within the individual 
firm .. .” was “due to discipline in- 
culcated by the feudal protective stra- 
tum, by accepting equality in the politi- 
cal sphere, by teaching the laborers 
that they were just as valuable citizens 
as anyone else, the bourgeosis forfeited 
that advantage.” Because of this, “gone 
are most of the means of maintaining 
discipline, and even more, the power to 
use them.” As a result, “the picture is 
completed by the attitude of the hired 
business executive who, knowing that if 
he claimed to be fighting for a public 
interest he would not even arouse in- 
dignation but only hilarity, concludes 
that it is most pleasant to be commended 
for his progressiveness—or to go on a 
holiday—than to incur obloquy or 
danger by doing what nobody admits to 
be his duty.””® 

Schumpeter’s description of the ero- 
sion of the command concept of author- 
ity has a certain prophecy; there is no 
doubt that the prevalence of this type of 
control has been in a state of decline 
during roughly the last century. His 
theory appears to be too determin- 
istic however; the end result, as Schum- 
peter sees it, is a shift of command con- 
rol from the individual to the personi- 
ied socialistic state. Today, “hired 
usiness executives” fight strenuously 
x what they believe to be the “public 
terest” and conceive of themselves as 
body mediating conflicting interests 
among the various corporation partici- 
ants. The increase in worker produ- 

ity that Schumpeter himself mentions 
id the belief of unions, at least in the 
nited States, in the social advantages 
present-day capitalism, indicate that 
e change in the philosophy and struc- 
‘e of the authority system in the large 
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organization has resulted in an indus- 
trial society far different from that pre- 
dicted by Schumpeter. 

It must be pointed out that the per- 
missive or reciprocal pattern of author- 
ity does not affect the substantive defini- 
tion of authority which is implicit in the 
organizational objective. There often 
“are times of crisis for the entire organ- 
ization when it is fitting and necessary 
that authority be exercised from the cen- 
tre; this authority is granted,” but 
“without doubt, it is always healthier 


and more efficient if, in day-to-day af- 


fairs, authority resides at the periphery, 
in tke hands of those who are locally 
responsible.” In this context, author- 
ity is exercised through power only 
when the survival of organization is 
threatened. In the general case, how- 
ever, discipline is based on participation 
and identification rather than command 
and dictate as in the case in societies in 
which authority has a customary foun- 
dation based on rigid social statification 
and orders are unquestioned and un- 
questioningly obeyed. 


it summary, while this discussion has 
centered around the large corpora- 
tion, the lessons that can be drawn from 
it apply to all sizes and kinds of organ- 
izations. It is true that most small firms 
cannot afford a policy council of highly 
paid executives. Nonetheless, the evi- 
dence does indicate that sharing in de- 
cision-making results in identification 
and that identification improves the 
quality and quantity of the contribu- 
tions of participants. This conclusion 
has significance because of its close cor- 
relation to the contributions of the hu- 
man relations literature. Empirical 
studies have shown that those work 
groups with an “employee oriented” su- 
pervisor who exercises “general super- 
vision” have the highest outputs.* It 
is rather significant that an approach 
which works down from the policy level 
of the organization should yield similar 
conclusions. In a forthcoming article 
some of the implications for a general 
theory of administration arising out of 
this mutual relationship will be dis- 
cussed. s 
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There is a similarity between sales quotas and the concepts of planning, 
control and standards of performance developed by Frederick W. 
Taylor, father of scientific management, and his followers. These con- 
cepts are being developed more and more in the field of marketing, 
and the author points up the growing feeling among sales managers 
that standards must also be applied to sales as well as production. 


Use Of Sales Quotas By Manufacturers 


a. is general agreement among 
. noted marketing authorities that the 
rise of scientific methods in marketing 
followed soon after World War I. The 
postwar period stimulated management 
to analyze their markets. Methods which 
had proved effective in production were 
sought and studied to determine the pos- 
sibility of their use to increase market- 
ing efficiency. It has been estimated 
that fifty-nine cents out of every retail 
dollar represents cost of distribution.’ 
This cost of the distribution of goods 
has led sales managers to devise new 
methods for controlling sales activities 
with a view of increasing efficiency in 
distribution efforts. One of the devices 
that has been evolved is a system of 
sales control aimed at reducing costs. 
One particular development in the area 
of sales control is the use of sales 
quotas. The sales quota is in a sense 
an application to marketing of part of 
the philosophy of scientific management. 

Sales quotas are not new, but their 
value is becoming recognized. The 
prevalence of the use of salesman’s sales 
quotas is shown in a study of compensa- 
tion plans made in 1947.? Of 407 firms 





*Paul Stewart and J. Frederic Dew- 
hur.t, Does Distribution Cost Too Much?, pp. 
334.335, 


; *\ ational Industrial Conference Board, Inc., 
‘Saicsmen’s Compensation Plans,” Studies in 
Per-onnel Policy, No. 81, p. 12. 


which furnished information, 182 or 
44.7 per cent set quotas for individual 
salesmen. Of the total, 23 firms or 5.7 
per cent stated that their practice varied, 
and 202 firms or 49.6 per cent answered 
in the negative. Use was most domi- 
nant among firms which handled build- 
ing materials, foods, machinery metals, 
paper, rubber products, and textiles. It 
was least dominant among firms which 
handled auto parts, chemicals and 
drugs, electrical equipment, petroleum, 
and printing and publishing. While 
these data on use are not conclusive, 
they do indicate that sales quotas are 
in wide use by many firms which manu- 
facture diverse goods. 

The material that follows shows some 
of the specific applications of sales 
quotas. 

Modern marketing management is 
beginning to make profitable use of a 
military principle. Military leaders have 
realized for centuries that it is impos- 
sible to arrive at any given place with- 
out first deciding upon that place. A 
naval commander using cruisers, car- 
riers, destroyers, and attack transports 
may assign ships to tasks in his plan 
of action, but the objective, let us say, 
is to occupy island X-ray and Yoke 
within three days. This is the objective 
to be achieved by coordinated employ- 
ment of all naval ships and equipment. 
Today salesmen, too, are assigned a 
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part by the sales manager in his plan 
of achieving a certain sales objective 
within a specified time. 

A sales objective is a prerequisite for 
success. It may be defined as a goal 
for the enterprise at hand. Salesmen 
will usually agree that a clear statement 
of the amount of business they are ex- 
pected to produce in a given time is to 
their own interest as well as to that of 
the company. Sales objectives almost 
invariably take the form of yearly sales 
quotas of merchandise distributed. The 
extent of market cultivation, nature of 
the product, local conditions affecting 
competition, and general business con- 
ditions have to be taken into considera- 
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tion when sales quotas are established. 

Sales quotas should take into consid- 
eration the market potentials of the 
sales territories. They should not be 
set so high as to be impossible for the 
salesman to attain; adjustments should 
be made constantly according to chang- 
ing business conditions. 

The measurement of market potential 
is only one part of the scientific ap- 
proach that is being developed in an 
attempt to make sales quotas more ac- 
curate. The accurate measurement of 
market potential is valuable in a num- 
ber of ways. A necessary foundation is 
furnished, and goals are set up for the 
business as a whole. Potential sales are 
essential in budgetary control, in ex- 
pected standards of performance, and 
in the salesman’s compensation. Weak 
spots of distribution are located and 
eliminated. Thus, an accurate picture 
of the market is secured and the proper 
amount of advertising and sales effort 
is determined. 

The salesman’s sales quota may be 
used to reveal the measured task to the 
salesman. It serves to define the job. 
It is a conservative statement of what 
the salesman is expected to do as his 
part in the company’s program. Stated 
otherwise it is that job assignment 
which, if carried out by every salesman, 
would probably yield the sales volume 
which the company expects to achieve 
during the time period specified. It is 
probable that some salesmen will fall 
short of such an assignment, and like- 
wise some will exceed it. 


Ss quotas give sales management 
a basis for judging the efficacy of 
its sales operations, and also to compare 
actual progress with what it ought to be. 
Before adopting a quota, a manufac- 
turer must consider the size of the man- 
ufacturing operation, the duration of 
its establishment, the competition it 
must meet, its ability to hold its selling 
force and the nature and the methods of 
distributing its product. 

Factors which influence sales quotas 
and sales performance are listed by the 
National Industrial Conference Board 
as territorial factors, new account de- 
velopment, nonrepeat and windfall busi- 
ness, home office or national accounts, 
and point of purchase versus point of 
use.® 

A system that can be used by manu- 
facturers who use both territory sales 


*National Industrial Conference Board, 
“Measuring Sales Performance,’ Studies in 
Business Policy, No. 31, pp. 2-3. 
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quotas and sales operating expense 
budgets to indicate weak and strong 
performance is the coordinate system 
for plotting arithmetic graphs. Data on 
sales operations may be prepared for 
districts, regions, territories, and indi- 
vidual salesmen, and put in graphic 
summaries by means of a scatter dia- 
gram. This may be done by construct- 
ing a diagram such as those shown in 
Figures I and II.‘ 

It will be assumed that the manufac- 
turer distributed through nine regions 
with ten territories in each region. 
Through the use of the diagram, four 
types of situation are depicted. First, 
in quadrant I are those regions whose 
costs are over the budget and whose 
sales are over quota; second, in Quad- 
rant II are those regions whose costs 
are over the budget and whose sales 
are under the quota; third, in Quadrant 
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In Figure I, the performance of each 
of nine regions is shown. Two stand- 
ards of comparison are used—the re- 
gional sales quota for sales performance 
and a budget for cost operations. It 
will be seen that Region 9 shows the 
weakest over-all performance and Re- 
gion 6 shows the exceptional over-all 
performance. It is evident that Region 
9 is having serious trouble in at- 
taining sales volume and keeping ex- 
penses down. In comparison, Region 
7 has kept its expenses in check, but 
for some reason sales are far below 
quota. Region 3 has costs in excess of 
the budget which are somewhat justi- 
fied because sales exceeds quota. Re- 
gions 1, 8, and 4 are about normal in 
both expenditures and territory sales 
quota attainment. 

In those regions where poor per- 
formances are shown, a further investi- 
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III are those regions whose costs are 
below the budget and whose sales are 
below the quota; and fourth, in Quad- 
rant IV are those regions whose costs 
are below the budget and whose sales 
are in excess of quota. 


‘The following presentation is adapted from 
the article by Ray R. Eppert, “Better Mar- 
keting Through the Office,’ National Office 
Management Association Forum, Vol. 25, No. 
9, September 1950, p. 8 


gation is in order to find the territories 
within the region causing the poor per- 
formance. In this instance, Region 9 
would probably receive immediate at- 
tention. It will be remembered that each 
region is composed of ten territories. 
The same procedure as used in the re- 
gions can now be followed in making 
an analysis of the territories. Figure II 
shows the situation in Region 9. Of the 
ten territories, one (f.) is doing above 
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average performance. It is doing plus 
ter. in sales quota attainment and minus 
four in expenditures. Six territories 
(a, b, c, d, e, and j) deserve primary 
attention. 

Now that we have isolated the poor 
performance territories we can carry 
our analysis further in making a cus- 
tomer analysis, tracing the salesman’s 
routes in covering the territory, analyz- 
ing expenses in serving the territory, 
reviewing advertising, and making any 
other analysis deemed necessary by the 
sales executives or market research 
manager. 

The statistical quality-control system 
in a shop or factory may disclose that 
remedial action is needed in the produc- 
tion process, and similarly the use of 
territory sales quota facilitates a diag- 
nosis of the distribution process. The 
industrial engineer must make an in- 


detect weak spots and take action be- 
fore serious trouble occurs. 

The sales budget should meet the re- 
quirements of the desired sales quota. 
Before the sales budget is estimated, 
various other budgets and past records 
should be studied. 

On the basis of the sales estimate or 
sales quotas, the production manager 
estimates the quantity of raw material 
needed and the cost of securing it. On 
the basis of this estimate the purchas- 
ing agent plans his schedule of procur- 
ing materials. The financial budget, ad- 
ministrative budget, and other budgets 
are worked out on the basis of the sales 
estimate or sales quota. 

With the increase in the application 
of scientific methods to the selling end 
of business, there has been a constant 
growing recognition that production 
and selling are complementary oper- 
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vestigation of the variables affecting 
production to find the cause of the 
weakness and to devise remedial meas- 
ures. Likewise, sales management must 
hunt for the origin and the cause of the 
weckness in the distribution process. 

it is particularly useful for sales man- 
agers to have the territorial sales quota 
brcken down into months or quarters 
for detecting weak spots. By using a 
shcrt-time quota, the sales manager can 


ations. Neither sales quotas nor the 
production program should be made up 
independently. When sales quotas are 
formulated they should serve as a guide 
to the production manager,’ allowing 
him to reduce costs, produce a better 
quality and more uniform product, and 
keep his inventory requirements to a 
minimum. 


°Usually, production and sales plans are co- 
ordinated through the planning department. 


If the production department knows 
future sales, it can prepare its facilities 
during the year to meet future sales, 
and from this the sales department can 
make delivery date promises with as- 
surance. In addition to stabilizing em- 
ployment, it may decrease labor turn- 
over, 

Increasingly some companies are pay- 
ing their salesmen a basic salary plus 
a commission on all net sales in excess 
of a certain quota. The results of a 
survey of salesmen’s compensation con- 
ducted by Tosdal and Carson revealed 
that out of 1,243 companies there were 
177 companies which used the salary 
plus commission above salesmen’s sales 
quota to compensate their sales force. 
In 234 plans, sales quotas were used in 
the determination of commission pay- 
ments, while in 603 plans no sales 
quotas were involved. Out of a total 
of 844 sales forces, sales quotas, work 
plans, or specifically assigned quotas 
were used in guidance.’ Some sales 
managers link bonuses, prize contests 
and other incentives with the salesmen’s 
sales quota. 


— the depression of 1929 many 
companies have adopted methods to 
rate their sales force. The industrial en- 
gineer and personnel manager have long 
recognized the need for job evaluation 
of production workers. The sales de- 
partments are also using the job evalu- 
ation technique for rating the salesman’s 
performance. An activity quota in ad- 
dition to the sales quota will greatly 
enhance the merit rating plan, because 
the sales executive has more than one 
element with which to measure the job 
performance of the salesman. 

A relatively new use of the territory 
sales quota is seen in its application as 
a basis for determining manpower re- 
quirements and assigning the sales 
force. Many companies study their dis- 
tribution of salesmen in relation to ter- 
ritory sales quota, with the result that 
additions are made in some territories 
while in others the number is reduced. 
Thus it brings manpower requirements 
into proper balance with what their ter- 
ritories warrant. 

An established company or a new 
company is usually confronted with the 
problem: What products should be 
added or eliminated from the line? 
Some manufacturers have found that 
simplifying their line results in worth- 
while dividends. General Motors found 


°Harry R. Tosdal and Waller Carson, Jr., 
Survey of Salesmen’s Compensation, pp. 7-14. 
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that 70 per cent of the parts of an auto- 
mobile are minor in nature and that 
many are easily interchangeable with 
different models.’ 

Most products are not marketed 
singly and their individual sales depend 
to a considerable extent upon their re- 
lationships with other products being 
sold. The tendency toward full utiliza- 
tion of plant capacity, marketing facili- 
ties, and more complete use of raw 
materials has caused some firms to in- 
crease volume by adding supplementary 
products to those already handled. 

Diversification and _ simplification 
have received considerable attention 
from both the production department 
and the sales department. In many com- 
panies committees have been formed to 
decide whether products should be 
added or eliminated from the product 
line. A measure often used by compa- 
nies to decide whether items should be 
eliminated is that of comparing the 
amount sold in relation to the quota. It 
often happens that product sales quotas 
show wide variations. The decision of 
whether a product should be added in- 
volves the possible amount to be sold of 
this item. The fact finding and quanti- 
tative analysis necessary to set quotas 
aids management in making a decision 
whether the desired quantity can be 
sold. Product sales quotas can be as- 
signed to the salesman to sell that quan- 
tity and balance sales in the line. 

Companies selling a number of prod- 
ucts or classes of products are usually 
more interested in the sale of certain 
products than they are in others. This 
preference may be due to the fact that 
some items yield a long profit, and com- 
petition in some lines is keen. Special 
effort may be needed to introduce a new 
product. The company may give con- 
sideration to these conditions by set- 
ting the quota for each product sep- 
arately, by varying the weights on dif- 
ferent products or on different product 
lines. 


HE capacity of the factory should 

be considered in setting product 
quotas. There is a minimum volume be- 
low which it is unprofitable for a fac- 
tory to operate. 

The improvement of an old product 
or the production of a new product will 
usually affect product sales quotas by 
stimulating sales volume. Diversification 
also may necessitate change in product 


THarold H. Maynard and Herman C. No- 
len, Sales Management, p. 515. 
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sales quotas. Careful consideration 
should be given to the influence of prod- 
uct policy on the quota. 

Selling to certain types of customers 
may cost so much that a company loses 
money. Many companies lose sight of 
the high cost of obtaining and filling 
small orders, because they are only 
thinking in terms of more sales volume. 
To get an insight into the company’s 
business by order size, an analysis of 
invoices should be made. 

The cost of obtaining small orders 
may be as high as the cost of obtaining 
a large order in view of the time spent 
by the salesman. The small account 
must be recorded and the credit and col- 
lections department must serve these 
small order buyers with as much time 
and expense as if larger orders were 
involved. 


greets designing of customer’s sales 
quotas will reduce or eliminate 
losses from small orders and show the 
sales organization where to concentrate 
its effort for best results at lowest cost. 
Quotas may be set for orders of various 
sizes. There is an application of direct 
selling effort to selective distribution. 
A manufacturer that establishes cus- 
tomer’s sales quotas can select the prof- 
itable customers and direct his selling 
effort on them rather than on the small 
unprofitable customer. 

Before such quotas are employed it 
is necessary to consider variation in 
territorial patterns. Salesmen covering 
rural territories and small towns are 
likely to have more small orders than 
salesmen covering a large city in which 
the order per account is higher. 

When governmental restrictions are 
placed on raw materials for civilian 
use, it is possible to use customer’s sales 
quotas as a basis for making allocation 
to customers. There is usually some 
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freedom operating within governmental 
regulations in terms of accepting and 
filling orders. It is normally the policy 
of manufacturers to distribute their 
civilian production as equitably as pos- 
sible. This allocation may be estab. 
lished by a customer quota based on a 
percentage of prewar quotas. These 
customer quotas can serve as a guide. 
post to assure impartial distribution of 
production. After the war the steel in. 
dustry was unable to meet the demands 
of the automobile manufacturers. A 
quota method was then used in allocat- 
ing products to their dealers. The deal- 
er quota was determined by the manu- 
facturer on the basis of performance 
relative to prewar quota. 


HE use of sales quotas by manufac- 

"hl saan reflects the tendency of mar- 
keting men to use techniques and prin- 
ciples which will increase the efficiency 
of their selling forces. Many manufac- 
turing concerns endeavoring to improve 
performance in the distribution of their 
goods and services use sales quota plans. 
Obviously, there is a similarity between 
sales quotas and the concepts of plan- 
ning, control, and standards of per- 
formance developed by Frederick W. 
Taylor, father of scientific management, 
and his followers. These concepts also 
have been developed in the field of mar- 
keting. There is a feeling among sales 
managers that standards must be ap 
plied to selling as well as to production. 
The sales quota is not a substitute 
for other techniques used to control 
and measure sales activity. It is an im- 
portant technique or tool used by sales 
management to secure more efficient 
distribution of goods and services from 
producer to consumer. Sales quotas, it 
should be remembered, are useful as an 
aid, but they do not replace other tech- 
niques. In the final analysis, manage: 
ment decisions are based on judgment 
but quotas permit such judgment to be 
based upon informative facts. To this 
end quotas play a significant role in 
improving marketing policies, tech: 
niques, and practices. i 
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Nobody Cares How Tough 
You Had It 


By Allen Hewlett 


W HENEVER a new executive em- 
ployee is disgruntled about some 
of the established conditions he encoun- 
ters, oldtimers are inclined to recall how 
much tougher things were when they 
first joined the company. No one denies 
that they had it tough, especially if they 
pioneered the business. But today is 
today, and what was yesterday is irrele- 
vant and immaterial. The sad fact is 
that nobody cares how tough you had it. 
The newcomer is concerned with his 
own problems. About your personal 
ancient history, he couldn’t care less. 
Nor can you expect him to. 

The dissatisfaction of the newcomer 
—which in many businesses means any- 
one with less than twenty-five years of 
service—is not necessarily unreasonable. 
So under no circumstances belittle his 
complaints or arbitrarily label him a 
chronic malcontent. Resist any impulse 
to try to shame him into acceptance of 
unsatisfactory conditions by boring him 
with woeful accounts of the past. But if 
you can’t restrain yourself, let us hope 
he is polite enough to refrain from say- 
ing: “Who the hell cares!” You may 
be sure that that’s what he thinks. 

Most of us tend to regard anyone who 
criticizes conditions which we have 
taken for granted as being guilty of dis- 
loyalty. We think he is a sorehead. 
But progress comes only because of 
somebody’s discontent with things as 
they are. We may frown upon the criti- 
cism, but we eagerly accept the im- 
provement in our own situation which 
comes about as a consequence. 

Military leaders have always recog- 
nized the significance of the “gripe” 
ard the loyalty of no soldier or young 
oficer has ever been questioned because 
oi it. Concern arose only when the 
griping stopped. 

<xtensive inquiry into the factors 
gcverning human productivity, con- 


ducted by the Institute for Social Re- 
search at the University of Michigan, 
has thrown new light on the nature of 
the gripe. In the absence of serious 
psychic disturbances, the man who 
gripes about his work, his boss and his 
company is better executive material 
than the man who either has no com- 
plaints (is emotionally subservient) or 
keeps them to himself (lacks courage to 
express them). There is evidence that 
the personality characteristics which dis- 
pose a man to expressions of criticism 
also are the very ones essential to com- 
petence. 

Other studies tend to confirm the 
foregoing. It has been found that the 
more creative an individual is the more 
likely he is to be in conflict with his 
associates and superiors. There appears 
to be little correlation, however, between 
his creative ability and his relationships 
with immediate subordinates or with 
labor, except insofar as his actions are 
less likely to be motivated by insecurity. 
The social intelligence and sensitivity 
essential to either sympathetic or em- 
phatic understanding of labor is not 
necessarily an attribute of the creative 
individual. 

Suppression of criticism is invariably 
accompanied by equal or greater sup- 
pression of morale, productivity and 
progress. Too many executives fail to 
appreciate this fact. They take punitive 
action against the critic by a quarantine 
of silence, or by attempting to under- 
mine or to belittle the abilities from 
which the critic’s judgments arise, es- 
pecially if his abilities surpass those of 
his detractors. Thus, they advertise 
their own fears. 

If you have been more or less isolated 
in one company for many years, it is 
quite possible that the newcomer’s frame 
of reference is more valid than yours 
and his sense of values more in accord 








Mr. Hewlett is currently engaged in 
Capitol Equipment Projects for a large 
cane sugar refinery in the U.S. He 
| served as Superintendent and Chief 
| Engineer of various sugar factories in 
Hawaii after graduation from the 
University of Hawaii. 








with those of today. This is especially 
likely if your company is “conservative” 
in the sense that it reveres tradition. 

Examine your feelings of antagonism 
toward the critical newcomer. Can you 
honestly say that they arise from your 
own loyalty to the company? Or is it 
because your personal sense of security 
is being disturbed? Is there a glass 
curtain between the oldtimers and the 
newcomers which prevent the latter from 
identifying themselves with the organ- 
ization? If the answer to either of these 
is “yes,” it may well be that the new- 
comer is in fact more loyal to the com- 
pany than you are. 

Many executives are inclined to 
evaluate a subordinate accordingly as 
he is critical or submissive rather than 
on the quality of his performance. In 
a company where this is the case, an 
employee’s state of grace is chiefly if 
not exclusively contingent upon his sub- 
missiveness. Such a company is in seri- 
ous danger of falling into a state of 
complacency with its attendant stagna- 
tion and costly inefficiency. Without 
criticism, there can be no vitality. 

Regardless of the question of fair- 
ness, a policy of promotion from within 
can debilitate a company. As often hap- 
pens, such a policy also becomes a 
policy of promotion on seniority. Then, 
indeed, there is inbreeding and degen- 
eration for there is no place for new 
blood. 

The spectacular growth which charac- 
terizes so many new enterprises arises 
not so much from a new technology or 
new markets as it does from new blood. 
The companies are not old enough to 
have acquired deadwood on the execu- 
tive totem pole. So instead of sum- 
marily condemning the critical new- 
comer, regard him as a possible trans- 
fusion. He may be the shot in the arm 
your organization needs. s 
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Work, Workers, and 


Work Measurement 
By ADAM ABRUZZI 


This new book presents a theory of work built around the ideas and 
results developed in Dr. Abruzzi’s earlier book Work Measurement. 
After analyzing classical theories in terms of the “theory of games,” 
Dr. Abruzzi examines the behavior problems of workers and discusses 
their effect on measurement procedures. New ideas about both work 
fatigue and work skill emerges, and Dr. Abruzzi shows how these two 
aspects of his theory are related. He concludes by relating his new 
work theory to the concept of automation and shows that it is verified 
by what happens in the automatic factory. $7.50. 


Business Practices, 
Trade Position, and 


Competition 
By OSWALD KNAUTH 


“American business practice in its present state,” the author states, 
“is the result of many decisions made by many men in solving the 
problems immediately confronting them.” What are these problems 
and what are the various means by which businessmen and legislators 
attempt to solve them? This highly stimulating book shows how the 
present system has grown spontaneously, without regard to the classical 
theory of economics, and proposes a theory that fits the working of 
the economy today. $3.00. 


x Columbia University Press 


(il? New York 27, New York 
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POSITIONS OPEN 








SOUTH AMERICA 


Large oil company requires train- 
ing administrator in Venezuela with | 
college degree. Minimum 10 years | 
experience in training field includ- 
ing trades and supervisory skills 
training, having been head of 
training unit of organization cover- 
ing full responsibility analyzing 
training needs, formulating and 
administering programs. Send 
complete experience details to 





Box 429-0. 











INDUSTRIAL 
ENGINEER 


Established Central New York 
State food processing industry 
employing 1,200 people offers 
opportunity for graduate engineer 
in its Methods & Standards De- 
partment. Diversity of projects in 
fields of incentives, standard costs 
and methods and equipment im- 
provement. Minimum | year ex- 
perience required. Submit de- 
tailed resume to Chief Industrial 
Engineer, The Nestle Co., Inc., 
Fulton, N. Y. 


























PROFESSIONAL 








ATLANTA — CHICAGO — MONTREAL 








BRUCE PAYNE on the 


ano ASSOCIATES '"c. 


MANAGEMENT CONSULTANTS 


EVALUATION” 


WESTPORT, CONN. 


NEW YORK— BOSTON tables, charts, etc. (81% x 11) 


Order your copy P. A. Belanger 
Now $10.00 


RIO DE JANEIRO—SAO PAULO 
MEXICO CITY 





INSTALLATION MANUAL 
“UNIVERSAL PLAN OF JOB 


Partly published in two Ind. Eng. Maga- 
zines 1950 & 1955. Complete with forms 


Personal Consultant 
8 N. George St., York, Pa. 








FOR WEST INDIES ‘ 


SENIOR 
INDUSTRIAL 
ENGINEER 


Expanding American-owned pioneer of the 
sugar industry seeks an imaginative young 
executive to coordinate industrial engineer- 
ing activities, services and staff. He will 
play vital role in further modernization of 
harvesting methods and the improvement of 
transportation and loading procedures 
through mechanization. 

Must be stable married man, age 32-38, 
with I.E. degree plus broad administrative 
Industrial Engineering experience in afgri- 
cultural type industry. Flexible five figure 
salary with free housing and other perquisites 
of overseas living. (Our staff have been told 
of this opening.) 

Describe executive skills when submitting 
resume and complete earnings record. In- 
clude examples of creativity and initiative in 
your management experience. Box 430-O. 
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Do it better... 


lications tell how to: 


© Cultivate ingenuity 


® Cut down waste motion in 
thinking 


Write for free prospectus to: 


THE 


THINKING CREATIVELY 


The Creative Thinking Pub- 


® Arrive at new and better ideas 


CREATIVE THINKING INSTITUTE 


738 Sheridan Road, Chicago 13, Ill. 
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Shep The Newer Perspective 
Edited by EDWARD C. BURSK, Editor, Harvard Business Review 


Distilled from the brilliantly edited pages of the Harward Busi- 
ness Review, the material in this important new book is presented 
for businessmen to consider and apply. Each chapter was chosen 
to lend balance and well-rounded perspective to the whole. Chap- 
ters range from the Robert Wood Johnson report on Human Rela- 
tions in Modern Business and other general studies, through 
specialized discussions of communication, administration, super- 
vision, and personnel relations. The authors include, beside Mr. 
Johnson, such distinguished authorities from a variety of fields 
as Abram Collier, Wendell Johnson, Chris Argyris, Carl Rogers, 
F. J. Roethlisberger, Solomon Barkin, and Robert Ware Straus. 


*. . . more than good reading for policy-making executives; it’s 
a road map that shows the way through what has been pretty con- 
fused traveling in recent years.”’>—EVERETT VAN EVERY, President, 
California Personnel Management Association. $5.00 


At your bookstore or from 


HARPER & BROTHERS, N. Y. 16 


THE DYNAMICS OF 
CAPITALISM 


Correctives Toward Continuous Growth 


By JULIUS T. WENDZEL, Economic Program 


Director, W. E. Upjohn Institute for Community Research 


Proceeding from the conviction that capitalism is 
the best instrument for the job, this book shows 
how our system can assure an ever-increasing 
standard of living for our growing population. 
But certain correctives must be applied at the 
stress points of the American economy, and Dr. 
Wendzel offers a thoughtful analysis of measures 
to promote continuous growth — with a view to- 
ward encouraging vision and creativity and elimi- 
nating “drags” that cause deep depressions and 
economic breakdowns. A fresh, stimulating view 
of our economic system. $3.50 
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ADVANCED MANAGEMENT 
reaches 30,000 readers each month 


This space can be yours .. . to buy or to sell... 
Ask for our rate card if you would like to reach 


our readers with your message. 


alore, |, India. 








Industrial and Manage- 
ment Research Unit 


for Planning wishes to be in- 
cluded in the mailing list of 
publications relating to Indus- 
trial Management, Productiv- 
ity, Planning, Human Rela- 
tions, Work- Study, T.W.1., 
S.9.C.., Industrial audio-visual 
films, and other allied sub- 
jects. Address: imrup, Bang- 
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OFFICE WORK AND AUTOMATION 


By Howard S. Levin, 203 pp. John 
Wiley & Sons, Inc., New York. 


HIs is a book about “how the tech- 
y pe of our times affects the 
modern business office.” It is written 
with all the enthusiasm of the young 
mathematician who sees so clearly how 
business and industrial managers have 
bumbled along in the past, and how the 
“opsearchers” of the future will bring 
logic and reason and the scientific atti- 
tude into business organizations and 
most surely save them. Mr. Lewis pleads 
a case throughout his book. 

At the same time the author does 
provide interesting and important basic 
data in three areas of technological im- 
portance in office work: (1) the char- 
acteristics and uses of common-language 
media for communicating data in the 
office—most space is given to five-chan- 
nel punched paper tape; (2) character- 
istics and uses of electronic data proc- 
essing equipment; and (3) operations 
research including the rudiments of the 
use of mathematical and statistical tech- 
niques for decision-making analysis. In 
each of these areas, among the enthusi- 
asms of the text, there is a substantial 
amount of basic information and imagi- 
native concept which is important 
knowledge for the management special- 
ist. 

Mr. Lewis has tried very hard to 
place complex ideas, techniques and 
equipment before the reader in brief 
and simple terms. He has set for himself 
a well-nigh impossible task but is more 
successful than most in the attempt. 

As is too often the case, the title of 
this book leaves something to be desired 
as a label for its contents. “Office work” 
to Mr. Lewis is synonymous with “in- 
formation handling in business.” He 
points out: “In this book the office will 
not be limited by physical boundaries. 
It will exist wherever information is 
collected, processed, or used in the ad- 
ministration of business affairs.” Auto- 
mation? No, it isn’t really a book about 
automation even in the office. It is a 
book about three things as indicated: 
a common machine language, electronic 
computers, and operations research. 

Incidentally, the author would not re- 
place the management engineer. But he 
would put alongside him the “informa- 
tion engineer.” And he recommends a! 
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the top of the organization a Vice-Presi- 
dent of Information. The information 
department would have a staff role and 
help others make decisions by “proces- 
sing data, constructing mathematical 
models, employing statistical techniques, 
or using other phases of operations re- 
search that may prove appropriate. 
The subjects discussed in this little 
book are vital and timely. The author is 
well informed about current develop- 
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ments. There are many interesting bits 
of information if they haven't been 
picked up elsewhere, such as a 13-page 
treatment of. statistical sampling. Limi- 
tations of the book I have tried to 
suggest above. 
Lowell H. Hattery 
Professor of Government 
and Public Administration 
The American University 


Washington, D. C. 





AUTOMATION 


by R. H. Macmillan. Published 
by Cambridge University Press, 
32 E. 57th St., New York. 1956. 
$1.95. 


PSYCHOLOGY OF PERSONNEL 
IN BUSINESS AND INDUSTRY, 
2nd Edition 
by Roger M. Bellows. Published 
by Prentice-Hall, Inc., Engle- 
wood Cliffs, N. J. 1956. $5.50. 


SUPERVISION OF PERSONNEL: 
HUMAN RELATIONS IN THE 
MANAGEMENT OF MEN 


by John M. Pfiffner. Published 
by Prentice-Hall, Inc., Engle- 
wood Cliffs, N. J. 1956. $5.00. 


PRODUCTION CONTROL 
Text and Cases. By William 
Voris. Published by Richard D. 
Irwin, Inc., Homewood, _Iil. 
1956. 


MONEY AND BANKING 


3rd Edition. By Raymond P. 
Kent. Published by Rinehart & 
Company, Inc., 232 Madison 
Ave., New York 16. 1956. $6.50. 


PROCESS AND EFFECTS OF 
MASS COMMUNICATION 


by Wilbur Schramm. Published 
by John Wiley & Sons, Inc., 440 
Fourth Ave., New York 16. 1956. 
$4.50. 


PERSONNEL ADMINISTRATION 
3rd Edition. By Paul Pigors and 
Charles A. Myers. Published by 
McGraw-Hill, 334 West 42nd 
Street, New York. 1956. $6.00. 


MAINTENANCE ENGINEERING 
HANDBOOK 


by L. C. Morrow. Published by 
McGraw-Hill. 1156 pages. 1956. 
$17.50. 


MONOPOLY IN AMERICA 


by Walter Adams and Horace M. 
Gray. Published by The Macmil- 
lan Company, New York. 1955. 
$3.50. 


JOB EVALUATION 


by E. Lanham. 
1955. $6.00. 


McGraw-Hill. 





NEW MANAGEMENT BOOK LISTINGS 


COMMUNICATION: HANDLING 
IDEAS EFFECTIVELY 
by Roy Ivan Johnson, Lloyd A. 
Garrison and Marie J. Schale- 
kamp. Published by McGraw- 
Hill. 450 pages. $4.50. 


INFLUENCING EMPLOYEE 
BEHAVIOR 


by Richard P. Calhoon and C. A. 
Kirkpatrick. Published by Mc- 
Graw-Hill. 1956. $4.00. 


MOTION AND TIME STUDY 


by Gerald Nadler. Published by 
McGraw-Hill. 1956. $7.50. 


PRINCIPLES OF MANAGEMENT 


by Harold D. Koontz and Byril 
J. O'Donnell. Published by Mc- 
Graw-Hill. 1956. 682 pgs. $6.50. 


METHODS-TIME 
MEASUREMENT 


by Harold B. Maynard, G. J. 
Stegemerten and John UL. 
Schwab. Published by McGraw- 
Hill. 229 pgs. 1956. $4.50. 


SERVICE AND PROCEDURE 
IN BUREAUCRACY 


A Case Study by Roy G. Francis 
and Robert G. Stone. University 
of Minnesota Press. $4.00. 1956. 


DYNAMIC FACTORS IN 
INDUSTRIAL PRODUCTIVITY 


by Seymour Melman, Columbia 
University. Published by John 
Wiley & Sons, Inc., 440 Fourth 
Ave., New York 16, N. Y. $4.75. 
1956. 


MARKETING RESEARCH 
PAYS OFF 


Edited by 4Henry’ Brenner. 
McGraw-Hill, 330 W. 42nd St.. 
New York. $6.00. 1956. 


PRINCIPLES OF MANAGEMENT 
by Harold Koontz & Cyril 
O’Donnell. McGraw-Hill, 330 W. 

. 42nd St., New York. $6.50. 1956. 


HOW TO TALK WELL 


by James F. Bender. The 
McGraw-Hill Business Book Club. 
330 W. 42nd St... New York 36. 
$4.00. 














